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Forward Requlatory Diary & Outlook Grid plus Last Month's Regulatory
Activities & Conduct Initiatives

i.  April developments of note for 2025
i, Regulatory Forwards Compliance Calendar 2025 - 2028
i. Detailed Thematic Notes from Q1 2025 Developments

o Q2 2025 Regulatory Barometer

o List of FMSB Standards and Practice Statements
o Capital Markets and Market Structure

o MAR

o BMR, RFRs

o Fintech, SupTech & Reg Tech Developments
o Sanctions Requirements

o Conduct, Fines & Enforcements

o Prudential & Risk

o Green finance, ESG & Disclosures

o Energy & Commodities

The European Commission (EC) has issued its 2025 work programme, outlining ambitions to “boost
competitiveness, enhance security, and bolster economic resilience’. This sits alongside the
Commission’s plan to simplify the regulatory burden on firms — and consequently “rekindle productivity”
— through its Competitiveness Compass and Omnibus initiatives.

e This focus on growth and competitiveness is beginning to impact EU regulators’ objectives
and priorities. EIOPA for example has published its approach to simplifying regulation and
reducing administrative burdens for firms.

e And ESMA has committed to supporting the EC’s simplification agenda.

e The current geopolitical environment has put regulators on alert for associated potential
risks.

e The European Supervisory Authorities (ESAs) have published their Spring 2025 Joint
Committee update on risks and vulnerabilities in the financial system. They warn that
growing geopolitical tensions and rising cyber risks present significant challenges to financial
stability, and entities and supervisors should stand ready to adapt to adverse developments.
This has been accompanied by individual risk publications from the EBA, ESMA and EIOPA.

ESMA reprioritisation of 2025 deliverables: ESMA has written to the EC to notify it that several of its
2025 deliverables will be delayed as it has undertaken a reprioritisation exercise. This is due to
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https://ec.europa.eu/commission/presscorner/detail/en/ip_25_466
https://commission.europa.eu/topics/eu-competitiveness/competitiveness-compass_en
https://ec.europa.eu/commission/presscorner/detail/en/ip_25_614
https://www.eiopa.europa.eu/eiopa-follows-comprehensive-and-balanced-approach-simplification-amid-push-competitiveness-2025-04-08_en
https://www.esma.europa.eu/press-news/esma-news/esma-contributes-simplification-and-burden-reduction
https://www.esma.europa.eu/sites/default/files/2025-03/Joint_Committee_Update_on_risks_and_vulnerabilities_in_the_EU_financial_system_-_Spring_2025.pdf
https://www.eba.europa.eu/risk-and-data-analysis/risk-analysis/risk-monitoring/risk-dashboard
https://www.esma.europa.eu/press-news/esma-news/geopolitical-and-macroeconomic-developments-driving-market-uncertainty
https://www.eiopa.europa.eu/tools-and-data/insurance-risk-dashboard_en
https://www.esma.europa.eu/sites/default/files/2025-03/ESMA22-50751485-1598_Letter_from_Chair_on_prioritisation_2025.pdf
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several legislative file reviews needing to be carried out at the same time, and the need for ESMA to
prepare for implementing new responsibilities. This is a useful letter that firms will want to read
closely as it will help them prioritise their own regulatory change programmes and resources.

ESMA publishes package on liquidity management tools: ESMA has published draft RTS and final
guidelines for asset managers on liquidity management tools to complement the revised rules under
the AIFMD Il package that will take effect from April 2026. These follow on from ESMA's July 2024
consultation and provide additional detail on the definition, activation and calibration of liquidity
management tools for UCITS and AlFs. The EC now has three months to decide whether to adopt
the RTS. ESMA will translate the guidelines after the EC adopts the draft RTS.

T+1 settlement: The EC has published a proposal to reduce the EU trade settlement cycle from T+2
to T+1. The transition would take place on 11 October 2027 - this would be required from a
regulatory perspective by amending the Central Securities Depositories Regulation (CSDR). The
drivers behind the move are to increase settlement efficiency and to avoid diverging approaches
around the world, given the US has already moved to T+1. The intention is also to align the timing of
the transition with the UK and Switzerland - who are expected to transition on the same date.

MIFID Il / MiFIR Review: As part of the MiFIR Review, ESMA has published a final report with three
draft technical standards on:

e Switching from the double to single volume cap and transparency calculations (amending
RTS 3)

e A new qualitative regime for Systemic Internalisers - harmonising the notification content
and clarifying the notification procedure (a new ITS)

e Rules on circuit breakers and operational resilience for trading venues (RTS 7a), revised due
to the application of DORA.

Investment firms’ execution policies: Following consultation, ESMA has published a final report with
draft technical standards on how investment firms should establish and assess the effectiveness
their order execution policies. The standards provide more granular detail on firms' policies,
procedures and monitoring criteria, as well as circumstances where specific client instructions need
to be dealt with. ESMA has sent the standards to the Commission for adoption.

ESMA's fourth MiFIR Review consultation package: ESMA is asking for feedback on the amended
transparency regime for derivatives, amendments to the ‘package order RTS and a new RTS on
input/output data for the OTC derivatives consolidated tape provider (CTP).

EU consolidated tape for bonds: ESMA has clarified the timing around the consolidated tape (CT) for
bonds. It is intending to select a provider in July 2025 and then will start the authorisation procedure.
ESMA is expecting the Commission to adopt the relevant RTS shortly and encourages market
participants to use the draft RTS now to prepare for the launch of the CT.

ESMA advice to the Commission on investment research: Following consultation in October 2024,
ESMA has published its technical advice to the Commission on amendments to the investment
research provisions in the MiFID Il Delegated Directive in the context of the EU Listing Act. The goal
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https://www.esma.europa.eu/press-news/esma-news/esma-publishes-implementing-rules-liquidity-management-tools-funds
https://ec.europa.eu/commission/presscorner/detail/en/ip_25_446
https://www.esma.europa.eu/sites/default/files/2025-04/ESMA74-2134169708-7780_Final_Report_on_SI_notification__volume_cap_and_circuit_breakers.pdf
https://www.esma.europa.eu/sites/default/files/2025-04/ESMA35-335435667-6253_Final_Report_-_MiFID_II_RTS_on_order_execution_policies.pdf
https://www.esma.europa.eu/press-news/esma-news/esma-consults-transparency-requirements-derivatives-under-mifir-review
https://www.esma.europa.eu/press-news/esma-news/preparing-consolidated-tape-provider-bonds-esma-clarifies-some-aspects
https://www.esma.europa.eu/sites/default/files/2025-04/ESMA35-335435667-6290_Technical_advice_to_the_EC_on_amendments_to_the_research_provisions_of_the_MiFID_II_Delegated_Directive_in_the_context_of_the_Listing_Act.pdf

European London
Venues & Energy
Intermediaries Brokers'
Association Association

of the recommendations is to help revitalise the market for investment research whilst balancing
this objective with investor protection.

CSDR Refit: ESMA is consulting on amending the technical standards on settlement discipline.
Specifically, the proposals cover i) reduced timeframes for allocations and confirmations, ii) the use
of electronic, machine-readable allocations and confirmations according to international standards,
and iii) the implementation of hold and release and partial settlement by all central securities
depositories. ESMA is also seeking views on enhancing settlement efficiency.

Draft RTS on the supervision of central securities depositories: ESMA has published final reports on
draft RTSs on various items related to the supervision of central securities depositories, including
information that has to be shared with NCAs and ESMA.

ESMA consultations on EMIR 3: ESMA has issued a series of consultations under EMIR 3 including:

e Draft RTS on revised clearing thresholds

e Draft RTSs on the conditions and documentation required for authorisation and extension of
authorisation of CCPs

e Draft RTSs on the conditions and documentation required for changes of models and
parameter

Temporary equivalence extension for UK CCPs: The European Commission has extended its
temporary equivalence decision on UK legal and supervisory arrangements for CCPs allowing EU
clearing members and trading venues to use UK CCPs to clear until June 2028.

Securitisation Regulation: ESMA has launched a consultation on revising the disclosure framework
for private securitisations under the Securitisation Regulation (SECR). This proposes a simplified
disclosure template for private securitisations. ESMA plans submit the draft technical standards to
the EC for endorsement by Q2 2025.

ESMA Common Supervisory Action (CSA) on asset managers' compliance and internal audit
functions: ESMA has launched its latest CSA with EU National Competent Authorities. This CSA will
focus on the adequacy of compliance and internal audit functions of EU UCITS Man Cos and AIFMs.
ESMA will publish a report with the results of the exercise in 2026.

A flurry of strategic plans from the FCA, PRA and the HMT, including the FCA's Annual Work
Programme for 2025-2026, the FCA's Strateqy for 2025-2030, the FCA's announcement that it will
establish a presence in the US and Asia-Pacific, as well as the PRA's Business Plan for 2025/26.

e In short, there is nothing unexpected in these plans; both regulators will continue to focus on
growth but also on consumer protection and continuing resilience. This makes for a busy
regulatory agenda over the next 18 months.

e The FCA's new vision of “deepening trust, rebalancing risk, supporting growth, and improving
lives” brings with it a number of key strategic updates, including the FCA's new Annual Work
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https://www.esma.europa.eu/press-news/consultations/consultation-amendments-rts-settlement-discipline
https://www.esma.europa.eu/press-news/esma-news/csdr-refit-esma-publishes-first-set-technical-standards-recalibrate-and
https://www.esma.europa.eu/press-news/esma-news/esma-consults-clearing-thresholds-under-emir-3
https://www.esma.europa.eu/press-news/esma-news/esma-consults-ccp-authorisations-extensions-and-validations
https://www.esma.europa.eu/document/consultation-paper-validations-changes-models-and-parameters-conditions-and-list-documents
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202500215
https://www.esma.europa.eu/press-news/consultations/consultation-revision-disclosure-framework-private-securitisation
https://www.esma.europa.eu/press-news/esma-news/esma-launches-common-supervisory-action-ncas-compliance-and-internal-audit
https://www.fca.org.uk/publications/business-plans/annual-work-programme-2025-26
https://www.fca.org.uk/publications/business-plans/annual-work-programme-2025-26
https://www.fca.org.uk/publication/corporate/our-strategy-2025-30.pdf
https://www.bankofengland.co.uk/prudential-regulation/publication/2025/april/pra-business-plan-2025-26
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Programme, Strategy, and Regulatory Initiatives Grid, highlighting the planned formal
engagement and key milestones in relation to key SMCR initiatives, namely the SMCR review
and non-financial misconduct next steps (Q2 2025 is still earmarked by the FCA for next
steps).

Effective compliance monitoring programmes remain a crucial way for businesses to stay on
top of regulatory obligations. With some clear guidance of travel from the FCA, the payments
and e-money sector are encouraged to re-evaluate their governance, oversight, and risk
management setups to grow successfully. We'll also be running a sector-agnostic webinar
on how to create an effective compliance monitoring plan for smaller firms

The PRA's enforcement action against a non-Senior Manager non-executive director (Notified
NED) and distilled the Final Notice into some lessons learned for NEDs. There's one other
Final Notice in respect of an SMF, who the FCA banned from financial services on the basis
of a lack of fitness and propriety. As with many that have come before, it's an obvious case
where the individual was convicted of a criminal offence

Freedom of Information request data relating to the FCA's NFM survey and a number of other
governance, culture, and Board related matters including the FCA's feedback on the
Discussion Paper on Finance for Positive Sustainable Change. Some interesting data
published in relation to FCA requests for attestations, together with a Dear CFO letter, a Call
for Input on the Future Regulation of Alternative Fund Managers, a Consultation Paper on the
Definition of Capital for FCA Investment Firms, and a voluntary survey for ESG Ratings
Providers, amongst other updates.

FCA FOI - NFM Survey (FOI data is notoriously hard to unpick and we also do not have all the details of
the original requests.)

The FCA stated in this FOI, that, following the NFM survey sent to wholesale brokers, banks
and insurers in February 2024 the FCA has engaged directly (by email or call) with 40
wholesale insurance firms, 15 wholesale banks and 37 wholesale brokers, and have
proactively engaged with 4 firms (2 wholesale insurance firms and 2 wholesale banks) in
relation to the survey as part of ongoing supervisory work.

The FCA has also not opened any investigations as a result of the NFM survey, although
notes that further engagement with firms is planned (presumably the "next steps" we've been
promised by them by the end of June).

Regulatory Initiatives Grid; An updated Requlatory Initiatives Grid was published on 14 April 2025. This
is the first full update since November 2023. This covers the full remit of initiatives across all regulators.

On non-financial misconduct, for example, the timeline remains ‘next steps’ by end of June
2025. Based on the Grid's key, it doesn't look like further formal engagement is planned or that
there are any 'key milestones’ which suggests we might not be getting formal rules on this.
On extending SMCR to financial market infrastructures (FMIs), Treasury is considering the
outcomes of the call for evidence on the wider SM&CR (planned for Q2 2025), before taking
any further action to implement this.


https://info.ocorian.com/e3t/Ctc/W+113/d2-Zb804/VW-pvs46g3P9W3vrTwp5vL9NTW8ZpTlp5v_TRpN48YK9W5nR32W5BWr2F6lZ3pYMbhpdm1h2rZW2nWgh67xQRz3W3WLkmR3_3J2QW8J8lzS1FDM3QW4f8jjD5TNvCXW3y8f3M1-vyJgW7pVKF14_SDbKW4x9nff2HgBqzW8_8mPD8RcXPdN1hLZFH1kpynW5LQGny3qllXFW1-wPyl2QqY7BW6fr12C2bg9fBW5mC3rG7X53KvW8wX7MM8p5w-vW43JgTP69C-kMW7VY5-s66cPsLW8ZCZC531dh7LW2YxtRJ2WPwknW5jNl4933qLGyW6Fw3vZ1VXmbbW2FgmZp1sVjp-W61-q6f1l4Zk1VZj23Q60vtfLW5P2GYX7Z98WCW3p3r9W7vzRZyW7MvwPm1xjyN2VvYtfW1hGCfTW7m0mCh4zs4DQW8xQd7d4Qmg4HW6yDs346j4lyLW2F2P6N4nR8-0W5L6H3f9f2HNMW1_H6TB5KtfsVf8n9dhg04
https://info.ocorian.com/e3t/Ctc/W+113/d2-Zb804/VW-pvs46g3P9W3vrTwp5vL9NTW8ZpTlp5v_TRpN48YK9W5nR32W5BWr2F6lZ3pYMbhpdm1h2rZW2nWgh67xQRz3W3WLkmR3_3J2QW8J8lzS1FDM3QW4f8jjD5TNvCXW3y8f3M1-vyJgW7pVKF14_SDbKW4x9nff2HgBqzW8_8mPD8RcXPdN1hLZFH1kpynW5LQGny3qllXFW1-wPyl2QqY7BW6fr12C2bg9fBW5mC3rG7X53KvW8wX7MM8p5w-vW43JgTP69C-kMW7VY5-s66cPsLW8ZCZC531dh7LW2YxtRJ2WPwknW5jNl4933qLGyW6Fw3vZ1VXmbbW2FgmZp1sVjp-W61-q6f1l4Zk1VZj23Q60vtfLW5P2GYX7Z98WCW3p3r9W7vzRZyW7MvwPm1xjyN2VvYtfW1hGCfTW7m0mCh4zs4DQW8xQd7d4Qmg4HW6yDs346j4lyLW2F2P6N4nR8-0W5L6H3f9f2HNMW1_H6TB5KtfsVf8n9dhg04
https://info.ocorian.com/e3t/Ctc/W+113/d2-Zb804/VW-pvs46g3P9W3vrTwp5vL9NTW8ZpTlp5v_TRpN48YK9W5nR32W5BWr2F6lZ3pYMbhpdm1h2rZW2nWgh67xQRz3W3WLkmR3_3J2QW8J8lzS1FDM3QW4f8jjD5TNvCXW3y8f3M1-vyJgW7pVKF14_SDbKW4x9nff2HgBqzW8_8mPD8RcXPdN1hLZFH1kpynW5LQGny3qllXFW1-wPyl2QqY7BW6fr12C2bg9fBW5mC3rG7X53KvW8wX7MM8p5w-vW43JgTP69C-kMW7VY5-s66cPsLW8ZCZC531dh7LW2YxtRJ2WPwknW5jNl4933qLGyW6Fw3vZ1VXmbbW2FgmZp1sVjp-W61-q6f1l4Zk1VZj23Q60vtfLW5P2GYX7Z98WCW3p3r9W7vzRZyW7MvwPm1xjyN2VvYtfW1hGCfTW7m0mCh4zs4DQW8xQd7d4Qmg4HW6yDs346j4lyLW2F2P6N4nR8-0W5L6H3f9f2HNMW1_H6TB5KtfsVf8n9dhg04
https://www.fca.org.uk/freedom-information/information-non-financial-misconduct-survey-february-2025
https://www.fca.org.uk/publication/corporate/regulatory-initiatives-grid-apr-2025.pdf
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e On buy-now-pay-later (BNPL), the timing for publishing BNPL final rules and safeguarding
interim rules has been confirmed for H1 2025. Take a look at the Grid for information on all of
the planned initiatives.

The FCA's Regulatory Initiatives Grid includes a number of SMCR-related updates:

e SMCR review: Formal engagement is planned by the FCA, PRA, and HMT in Q2 2025 (which
could be the long-anticipated Consultation Paper...), with a key milestone identified in H1
2026 (which we suspect will be the final rules and / or any amendments). By way of
reminder, this engagement is in respect for the broader review of the SMCR, rather than on
non-financial misconduct ("NFM") (see below for more on that).

e NFM: The FCA's "next steps" are still expected by the end of June 2025. It doesn't look like
any further formal engagement is planned, nor are there any key milestones identified by the
Regulatory Initiatives Grid, which may mean we won't see any formal rules in the near future.

o Extending SMCR to Financial Market Infrastructures ("FMIs"): The Treasury is considering the
outcomes of the broader SMCR review before taking any further action in relation to
implementing the SMCR for FMIs. No further formal engagements or key milestones are
identified for this initiative.

FCA simplifies Supervisory Letters: The FCA will stop issuing portfolio letters, and will instead publish
a small number of market reports, with the first market reports expected later this year.

e The FCA will retire historical portfolio letters and "Dear CEQ" letters to make it easier for firms
to find up to date supervisory communications on the FCA's website.

e The FCA confirm that "Dear CEQ" letters will continue to be used for significant issues
requiring action.

US/Asia-Pacific FCA presence; On 15 April 2025, the FCA announced that, under its new strategy, it is
establishing a presence in the United States (US) and Asia-Pacific.

e This involves Tash Miah starting at the British Embassy in Washington DC in April 2025 and
Camille Blackburn establishing a regional office in Australia in July 2025. In an effort to build
their global network and to support UK growth, the FCA state that these appointments will
allow ‘major international investors' to have ‘easier access’ to UK markets.

Perimeter discussions; The FCA and HMT met to discuss regulatory perimeter issues.

e |t was noted that HMT will shortly be consulting on reforms to the Consumer Credit Act 1974
(CCA), for example. Indeed the Regulatory Initiatives Grid confirms that this will be in Spring
this year with a further consultation in Q1 2026.

e The FCA also noted that the poor quality of oversight by some principal firms over appointed
representatives can be a source of significant consumer harm, and noted that the FCA would
welcome progress on next steps on whether wider legislative changes are needed following
HMT's Call for Evidence.



https://www.fca.org.uk/publication/corporate/regulatory-initiatives-grid-apr-2025.pdf
https://www.fca.org.uk/news/news-stories/fca-simplifies-supervisory-letters
https://www.fca.org.uk/news/press-releases/fca-establishes-presence-united-states-and-asia-pacific
https://www.gov.uk/government/publications/hm-treasury-and-financial-conduct-authority-regulatory-perimeter-meeting-march-2025/hm-treasury-and-financial-conduct-authority-regulatory-perimeter-meeting-march-2025
https://www.fca.org.uk/publication/corporate/regulatory-initiatives-grid-apr-2025.pdf
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FCA Attestation Requests: The FCA has published information on the number of attestations it has
requested between 1 July 2024 to 30 September 2024.

e Attestations are used by the FCA to obtain a personal commitment from Senior Managers
that a specific action will be or has been taken.

e This confirms that a total of 55 attestations have been requested by the FCA in this period,
with the majority of these being in the Insurance sector (34), followed by Consumer
Investments (15). The FCA confirms that the figure for the Insurance sector was primarily
driven by thematic work carried out in relation to Consumer Duty outcome monitoring.

e The FCA has also published data in relation to the number of Skilled Persons Reports
commissioned between January and March 2025 - only 1 of 7 s166 Skilled Person Reports
commissioned by the FCA was in relation to governance, accountability, strategy and culture,
with 3 in relation to conduct of business.

FCA speeches on combatting market abuse: The FCA has published FCA Speech by Therese
Chambers; Our agenda to combat market abuse; 30Apr2025.pdf & Working together to deliver our
enforcement priorities outlining the FCA's approach to combatting market abuse - this will likely be of
interest for those with responsibilities for mitigating the risk of market abuse and for making
suspicious transaction and order reports "STORs").

e Market Abuse draft programme 2025.pdf - To access the on-demand version, please click here
and enter your dedicated password: TMA22HJKF
e EY-market-abuse-survey-report-2024.pdf

FCA's Consultation Paper on Definition of capital for FCA investment firms: This outlines the FCA's
proposals in relation to the regulatory capital requirements applicable to investment firms within the
MIFIDPRU sourcebook, with the aim of clarifying and consolidating requirements, and removing
irrelevant provisions.

e This confirms that the proposals maintain appropriate governance requirements and
management responsibilities while making them clearer and more accessible. The FCA is
asking for comments by 12 June 2025.

FCA's Consultation Paper on Data Decommissioning; Removing reporting & notification requirements.
Here consulting to remove data collection requirements we no longer need. We expect this to benefit
approximately 16,000 firms.

e This supports the part of our recently published strategy that commits us to reviewing the
data that we collect and to stop collecting data that is no longer useful. It is also in line with
the improvements we are making as part of the Transforming Data Collection programme.

e The changes we propose will reduce the burden on regulated firms from having to send us
data that adds relatively little value to our work and data that is duplicated elsewhere.

e We propose to remove the requirement to provide us with data related to 3 different reports
and notifications. We also propose to remove information from the Handbook about other
reporting forms that we no longer require to be submitted. These changes should streamline
reporting requirements, make the Handbook easier to navigate and reduce costs for firms. It
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https://www.fca.org.uk/publication/data/attestations-requested-q2-2024.pdf
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https://wmbaleba-my.sharepoint.com/:b:/g/personal/amcdonald_evia_org_uk/EQCC0QN1L0lIvHRyKCaVqaABtjVDa1qGDWH_fskN1zW0TA?e=P1zbaw
https://www.fca.org.uk/publication/consultation/cp25-10.pdf
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will result in the removal of 140 pages from the Handbook and Handbook Annexes. This is the
first tranche of data collections which we propose to remove. We are currently reviewing
others and expect to be able to consult to remove further returns later this year.

e We are also taking this opportunity to tidy up some of the guidance on reporting and delete
guidance about data collections that are no longer used. And we are completely deleting
forms which already appear in Annexes to SUP 16 marked [deleted].

FCA publishes summary and insights from Al Sprint: The FCA's insights from its January 2025 Al
Sprint yielded some interesting observations.

o Participants discussed the opportunities and challenges of Al in financial services and the
FCA's role in enabling firms to embrace the benefits of Al while also managing the risks.

e In the context of robust processes within firms, one area of focus was the importance of
effective internal governance and clear accountability for Al use cases within firms, including
under the SMCR. Challenges identified include assigning risk ownership, defining controls and
establishing appropriate information flows.

e TheFCA has also published a speech on how the FCA can help enable the use of Al to support
growth, which touches on many of the insights from the Al Sprint.

FCA Strategy and Annual Work Programme; On 8 April 2025, the FCA published their annual work
programme (the AWP) for 2025-2026.

e This comes after the FCA published its Strategy focusing on deepening trust, rebalancing risk,
supporting growth, and improving lives, please see our Insights article on that here. In line with
the Strategy, in the AWP sets out 4 strategic priorities:

o A smarter regulator: more efficient and effective.
o Supporting growth.

Helping consumers navigate their financial lives.

Fighting financial crime.

e The AWP builds on work the work the FCA is already doing with a focus on simplification,
growth and innovation.

o The FCA explicitly emphasise wanting to build relationships with “influential market participants”
and engage with them directly on market risk and opportunity, which, they state, may include ‘trade
associations or other influential stakeholders'.

e A smarter regulator:
o Streamlining data collection and regulatory interactions
= The FCA will reduce data collection burden on firms through plans to stop 3
regular data returns, which will benefit 16,000 firms. They plan to consult on
the removal of further data returns that they have identified later this summer.
= |n order to help firms meet their regulatory responsibilities, the FCA will
promote the use of My FCA for a single point of entry for firms to manage
regulatory tasks in one place. This includes extending My FCA to include Online
Invoicing System, allowing firms to pay their annual fee via the platform.
» The FCA plan to introduce 'flexi collections' in RegData for easier ad-hoc
information submissions.
o Digitising and improving the authorisation process

o
o


https://www.fca.org.uk/publications/corporate-documents/ai-sprint-summary
https://www.fca.org.uk/news/speeches/ai-growth-how-fca-can-help
https://www.fca.org.uk/publications/business-plans/annual-work-programme-2025-26
https://www.fca.org.uk/publications/business-plans/annual-work-programme-2025-26
https://www.fca.org.uk/publication/corporate/our-strategy-2025-30.pdf
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= The FCA will continue to simplify application submissions to improve firm
experience and data quality to speed up the authorisation process.
o Enhancing the supervision model
= The FCA plan to focus on high-risk areas, emphasising a smaller number of
priorities and on adopting a flexible supervision approach, with less intensive
supervision for those “demonstrably seeking to do the right thing".
= The FCA will review firm categorisation to engage with influential market
participants and build relationships with these firms to engage with them
directly on market risk or opportunity.
o Improving the use of intelligence and data to optimise operational performance
= To better act on harm, the FCA plan to enhance their processes to quickly
identify and address harm using digital intelligence. This includes work to
automate and simplify the triage processes to focus on higher risk cases and
taking enforcement action where necessary to achieve ‘impactful deterrence’.
» The FCA aims to use deeper insights to inform investment decisions on
operational performance and to increase transparency by aligning their
regulatory delivery and operations with their strategic objectives.

e 2. Supporting growth: The FCA plans to sustain UK economic growth by increasing the
competitiveness of the financial services industry through a focus on productivity and
innovation. They divide this between new and ongoing work in 2025/26.

o A) Unlock capital investment and liquidity;
* New work; The FCA will:

e accelerate a review of capital requirements for specialised trading
firms and simplify conduct requirements for commercial insurance
businesses; and

e undertake research to understand the links between financial
regulation and growth.

» Ongoing; work The FCA will:

e implement a new prospectus regime and public offer platform;

e Improve retail access to corporate bonds and enable new market for
private companies;

e Enhance data transparency in financial markets by implementing the
new transparency regime for bonds and derivatives and establishing
the operator of a bond consolidated tape;

e Introduce new commodities derivatives regime;

e Simplify capital markets rules and support lending under the Wholesale
Markets Review and Smarter Regulatory Framework; and

e Introduce pro-competitiveness reforms to remuneration rules for
banks and amend investment product disclosure rules, through the
consultation on Consumer Composite Investments (CCIs) (see our
client note on the CCI consultation paper here).

o B) Accelerate digital innovation
=  New work; The FCA will:

e Embrace digital-first approach to enhance regulatory efficiency;

e Support Al adoption through testing in the Al Lab and assess GDPR
barriers to Al innovation;
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e Consult on changes to the £100 contactless limit;
e Consider new digital service standards for bereavement insurance
claims; and
e Develop the regulatory framework for open finance, prioritising Small
and Medium Enterprises (SME) lending and work with the Payment
Services Regulator (the PSR) to deliver the National Payments Vision.
= Ongoing work; The FCA will:
e Progress the digital securities sandbox and roadmap for digital assets;
e Support innovative firms through innovation services and sandboxes;
e Use existing regulatory frameworks to support Al innovation; and
e Prepare for securities settlement in one day (T+1).
o C) Reduce regulatory burden
* New work; The FCA will:
e Streamline data collection and regulatory interactions;
e Focus consumer protection work on Consumer Duty, rather than
requiring new rules; and
e Simplify mortgage lending and advice requirements.
*= Ongoing work; The FCA will:
e Improve the transaction reporting regime by removing unnecessary
burdens;
e Streamline the Senior Managers & Certification Regime (SM&CR) and
make it more efficient and outcomes-focused,
e Simplify regulatory requirements on the asset management sector
including the retail fund regime; and
e develop a safe and stable UK crypto regulatory regime to ensure
markets operate with integrity.
e Separately, the FCA then highlight 3 areas of new work that they are
pursuing, relating to:

o D) Certainty and predictability: the FCA plan to provide clarity on potential motor
flnance redress and to modernise the redress framework with the Financial
Ombudsman Service (FOS).

o E) Support start-ups and growth: the FCA aim to increase support for early and high
growth firms and provide a dedicated authorisations case officer to every firm in the
regulatory sandbox. This also include extending the Pre-application Support Service
(PASS) to all wholesale, payments and crypto firms.

o F) Improve exports and inward investment: the FCA will partner with the Government
and other bodies to promote UK as a business hub to support firms seeking
authorisation and firms exporting services. The FCA will also support the
Government's strategy to establish the UK as a global sustainable finance hub and
work to establish a presence in US and Asia Pacific.

e 3. Helping consumers navigate their financial lives: To help deliver this priority, the FCA will
continue their ongoing work in 2025/26, focusing on the below initiatives:

o Motor Finance and Consumer Duty

» The FCA will review the past use of motor finance commission arrangements
with the potential for an industry-wide redress scheme. Depending on the
Supreme Court’s decision, the FCA may also consult on changes to their rules.
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= The FCA will also work to continue to embed the Consumer Duty for higher
consumer protection standards. To drive this, the FCA will continue sharing
good and poor practice examples (see our Insights article on the FCA's most
recent examples here).

= To support customers in vulnerable circumstances, the FCA will support the
industry to deliver improvements for these customers (see our Insights article
here on the FCA's guidance on its expectations of firms in relation to the fair
treatment of vulnerable customers).

» The FCA also emphasises their work to develop a deeper knowledge and
understanding of consumer experiences generally to deliver good consumer
outcomes.

o Advice Guidance Boundary Review (AGBR)

= The FCA will reform previous advice and guidance rules to help consumers
make informed decisions and propose new, targeted regulated support for
pensions and retail investments.

o Pensions and financial inclusion

= The FCA will continue their work on pensions dashboards and on introducing
a regulatory framework on the long-term value of pension products.

= To support the Government's development of a national financial inclusion
strategy, the FCA will work to promote the roll-out of workplace savings.

o The FCA highlight 2 areas of new work that they are pursuing, relating to Consumer
Resilience and Innovation:

= The FCA will work with Government to develop rules for Deferred Payment Credit
(DPC) and Buy Now Pay Later products (BNPL).

= The FCA also aims to encourage innovative solutions for consumer resilience
and will take forward policy work in areas that support this.

e 4. Fighting financial crime: To help deliver this priority, the FCA will continue their ongoing work
in 2025/26, focusing on the below initiatives:
o Engaging with partners

» Efforts will be made to actively engage with government, regulators, law
enforcement and industry both domestically and internationally to share data
and reduce financial crime.

= The FCA will drive improvements in the legal and accountancy sectors to
ensure Professional Body Supervisors are effective in the core areas of
supervision (risk-based approach, enforcement and intelligence and
information-sharing).

» The FCA will lead projects to understand and prevent Authorised Push
Payment (APP) fraud.

o Proactive supervision and market abuse

o The FCA will focus on proactive assessments of anti-money laundering (AML)
systems and controls for high-risk firms, collaborating with key stakeholders to
establish whether a robust AML metric can be developed.

o The FCA will protect market integrity through continued assertive action against
market abuse.

o Using innovation and technology
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= The FCA will continue to use data and technology to identify promotions of
unauthorised financial services and raise public awareness of these through
the FCA's warning list and anti-fraud campaigns.
= To continue the fight against financial crime, the FCA will support the
development of new technologies, including through RegTech firms.
= Again, the FCA highlight 2 areas of new work that they are pursuing, relating to
the identification and disruption of financial crime:
e The FCA will develop a new data-led detection capability to help identify
and tackle financial crime in regulated firms, and
e The FCA intend to increase collaboration with their partners to share data
to prevent, disrupt and disable organised crime.

The PRA released its Business Plan for 2025/26. The PRA's strategic priorities for 2025/26

are to:

@)

Maintain and ensure the safety and soundness of the banking and insurance sectors,
and ensure continuing resilience.

Be at the forefront of identifying new and emerging risks and developing international
policy.

Support competitive, dynamic and innovative markets, alongside facilitating
international competitiveness and growth, in the sectors it regulates.

Run an inclusive, efficient and modern regulator within the Bank of England.
Alongside the PRA's continual focus on advancing its objectives of safety and
soundness, policyholder protection, and competition, the 2025/26 Business Plan
reflects the work it is doing to deliver its new secondary objective on competitiveness
and growth.

FCA Final Notice: There's been another Final Notice relating to an obvious lack of integrity, this time
prohibiting Jennifer Everett from performing any regulated function.

Ms Everett was an SMF 29 at a Limited Scope firm, and was convicted of producing and
submitting false bank statements and invoices to HMRC to engage in VAT fraud.

The FCA determined that Ms Everett lacked fitness and propriety on the basis of her conviction
for these criminal tax offences. This is unlikely to assist firms with determining where the line
sits for those borderline cases.

Streamlining SMCR compliance: Enhancing fithess & propriety; FCA-regulated firms have embraced
the Senior Managers & Certification Regime for several years. With NFMC guidance due from the FCA,
businesses must keep up with the fitness and propriety assessment for their staff to minimise the
conduct risks. The question remains as to how to do this in an efficient and effective manner?

SMCR Reform & Requlatory Trends; Individual Accountability in UK Financial Services

Themes, trends & challenges; 25Mar2025 .pdf

SMCR under HMT Revisions- Implementation five years on; 20Jan2025
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Under the SMCR, firms are required to conduct an annual Fitness & Propriety (F&P) certification
process. This recurring task is often seen as time-consuming and documentation-heavy, requiring
extensive record-keeping processes and tight internal coordination. It can become both a burden
and a risk — especially when not managed efficiently.

The FCA has made it clear that F&P isn't just a checkbox exercise: it's a key part of promoting
integrity and accountability in financial services. As part of its broader efforts, the FCA continues to
prioritise tackling non-financial misconduct. In a letter on 11 March 2025, the FCA reiterated its
commitment to addressing behaviours like bullying, harassment, and discrimination. It also identified
a lack of transparency in information disclosure to client and market distortion practices, noting
these contribute to poor outcomes for consumers and markets.

This builds on the regulator’s findings of its Culture and Non-Financial Misconduct Survey published
in October 2024, which highlighted that non-financial misconduct incidents increased and the need
for firms to address the conduct risks and these issues properly.

What are the common pitfalls & gaps to look out for that can be closed by enhancing your F&P
processes?

i, Lack of a clear, consistent approach to non-financial misconduct in F&P assessments
i. — Limited post-onboarding checks for staff
ii. — Variability in how often firms refresh assessments

Given the FCA's direction of travel, firms should consider strengthening their F&P processes by
including the following checks every two to three years:

a) DBS and credit checks
b) Adverse media screening & PEP identification (direct and by association)
c) Ongoing staff self-assessments, including the issuance of SMCR certificates

Higher-risk roles may warrant more frequent reviews, while other certified functions or Conduct
Rules staff could be assessed on a less frequent, risk-based schedule. Such higher-risk roles include
Senior Management Functions and individuals certified as Material Risk Takers or holding a
significant management function.

By adopting a proactive, tech-enabled approach, firms can transform the F&P process from a
regulatory headache into a seamless part of their risk management and governance strategy.

PRA NED Enforcement Action
e The SMCR has broken new ground with the PRA issuing a Final Notice against Mr Hambro, a

former non-executive director ("NED") of Wyelands Bank Plc (the "Bank"). During the relevant
period, Mr Hambro was a Notified NED (i.e. a non-Senior Manager NED) meaning he was not
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subject to the "duty of responsibility”, but he was required to be fit and proper and comply
with the Conduct Rules.

o He was in effect appointed to the Board to represent the interests of the Gupta Family
Group ("GFG") - the Bank's sole shareholder.

o Inthe past we know a number of clients whose iINEDs have been focussed on
whether they were Senior Managers or not. This case shows that distinction may not
be as significant as previously thought.

The PRA found Mr Hambro in breach of Individual Conduct Rule 2 (act with due skill, care
and diligence) and fined Mr Hambro £72,000 (it's worth noting that this represents a material
adjustment (3x) for deterrence purposes). This Final Notice follows the PRA's Final Notice
against Mr Hunter, the former CEO of the Bank, and the PRA's Final Notice to the Bank in April
2023. Both related to certain regulatory failings in relation to large exposure limits, capital
reporting, governance and risk controls and poor retention of WhatsApp messages

The Final Notice makes the PRA's expectations of Notified NEDs clear; spoiler alert, there's
nothing particularly novel here apart from perhaps the granularity of technical expertise and
competence expected by the PRA of individual NEDs (rather than the Board collectively),
particularly those actively involved in matters relevant to the firm's regulatory capital /
financial affairs.

In summary, Notified NEDs must exercise sound judgement, comply with the firm's policies
and procedures, and take reasonable steps to oversee the firm's conduct of its business, and
hold executive management to account effectively.

o Notified NEDs share in the wider Board's duty to promote the success of the firm and
to ensure that the firm complies with the Threshold Conditions applicable to it.

o Anaggravating factor of this matter was that the failings of Mr Hambro led to the
PRA receiving inaccurate information which impacted their supervisory activities thus
highlighting again (following the second Mr Staley notice) the importance of ensuring
information provided to the regulators is accurate and timely.

There are three key reasons given by the PRA for their findings. Distilling these into "lessons
learned" for NEDs:

i. ~ NEDs must make sufficient inquiries, particularly of matters of financial importance
to the firm. In order to do this effectively, NEDs should have a sufficient
understanding of the regulatory rules applicable to the business, including those
relating to regulatory capital. The PRA stated that it is "vital' that Boards as a whole
understand the Threshold Conditions in FSMA, the Fundamental Rules and other
detailed underlying rules in the PRA Rulebook (something we would typically expect
routine Board Skills Assessments/Evaluations to consider), but this Final Notice goes
further to demonstrate the PRA's expectations in relation to individual members and
how NEDs cannot simply rely on others to have the requisite understanding.

= In this case, Mr Hambro failed to inquire regarding the appropriateness of a
capital injection’'s funding mechanism.

= |t's worth noting that Mr Hambro said himself that he "should have showed a
greater level of assiduousness as a NED".

ii.  Inasimilar vein to the above, NEDs should not take action upon others instruction
without first assessing whether or not the instructions are correct. Written
communications can be helpful in demonstrating the specific instructions, the NED's
assessment and any required follow up. In this case, Mr Hambro passed on
instructions he had received orally in relation to recording the resignation date of a
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GFG executive (which was relevant to assessing whether the Bank breached the
Large Exposures limit) without confirming that the instructions were correct.

NEDs should take active steps to ensure that key policies applicable to themselves,
and matters they are involved in, are complied with. In this case, Mr Hambro failed to
take steps to ensure the Bank's Engagement Policy, which was deigned to manage
conflicts of interest, was complied with during his involvement in proposing certain
transactions between the Bank and members of GFG, despite the very obvious
conflicts of interest that these transactions raised. This resulted in the Bank entering
into transactions which led to increased risk of conflicts of interest, poorer
documentation, and inadequate oversight by the Bank's Board.

e Some other interesting points include:

o

o

The PRA carefully considered the responsibilities assigned to Mr Hambro in his job
description and service agreement. This demonstrates the importance of ensuring
that these are appropriately drafted and kept up to date;

There is no suggestion of dishonesty or recklessness (i.e., an Individual Conduct Rule
1 breach);

When calculating the fine, the PRA considered Mr Hambro's previous investment
banking and financial services experience to be relevant, as well as his previous
executive and NED roles. The PRA also considered the persistent nature of the
breaches over a protracted period (i.e., July 2017 to February 2020) made it more
serious; and

Mr Hambro accepted his failings and expressed regret for them.

UK Finally Moves on Crypto Regulation; cryptoassets, custody & trading venues within UK regulatory

perimeter through RAQ; 02May2025.pdf; UK Government has released draft legislation for requlating

cryptoassets. The legislation defines the scope of which assets and activities will be captured in the
scope of the future cryptoasset regime. HM Treasury invites technical comments until 23 May 2025
and plans to legislate before the end of the year.

¢ New regulated activities
e The draft Financial Services and Markets Act 2000 (Regulated Activities and Miscellaneous

Provisions) (Cryptoassets) Order 2025 amends existing legislation to bring cryptoassets

within the regulatory perimeter for financial services.

e Forexample, it introduces new regulated activities such as issuing a qualifying stablecoin,
operating a qualifying cryptoasset trading platform, and safeguarding qualifying cryptoassets
and specified investment cryptoassets. It also provides for exclusions from those activities.

e Unless an exclusion applies, firms providing these services in (or, in some cases, to) the UK
will in due course need to be authorised and supervised by the UK Financial Conduct
Authority. Once the regime takes effect, these firms must comply with the FCA's rules on, for
example, transparency, consumer protection and operational resilience.

e Scope

e Thedraft law is important for determining what is going to be in and out of scope of the
future regime. For example, a key consideration will be the geographic perimeter of the
regime. Some overseas firms which deal with UK consumers will need to be authorised in the
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UK if they provide certain activities but others, such as those dealing only with institutional
customers, may not be caught in certain circumstances.

e Inapolicy note published alongside the draft legislation, HMT confirms that the regime is not
intended to apply to truly decentralised arrangements (DeFi).

e Transitional arrangements

e The FCA will allow firms to submit applications for authorisation before the regime starts to
apply. The draft law envisages allowing firms that choose not to apply, or which are
unsuccessful in their application, additional time to wind-down their UK business.

e Background

e In 2023 HMT published its plans for a future cryptoasset regulatory regime — see our
blogpost: UK confirms regulatory policies aimed at creating a “global hub” for crypto. Last
year the government confirmed that it would proceed with the regime broadly in line with
those previously published proposals.

o Next steps

e HM Treasury welcomes technical comments on the draft law by 23 May 2025. It will
separately publish provisions relating to the market abuse and admissions and disclosures
regimes for cryptoassets.

It's clear the SEC is continuing to make strides in crypto regulation, with its recent $198 million fraud
charge against PGI Global's Founder and three new developments that are set to reshape firm
obligations.

e SEC & SIFMA look towards crypto regulation; 03May2025.pdf

e SEC Says Stablecoins not Subject to Securities Laws; 12Apr2025.pdf

o Atthe SEC, Paul Atkins Can Impressively Expand Opportunity; 01May2025.pdf

e OCC discloses cybersecurity incident as Barr discusses impact of Al; April 14th 2025.pdf

e Cryptos Resist Regulation Despite Growing Systemic, Fincrime Risks; 03May2025.pdf

e UK Finally Moves on Crypto Regulation; cryptoassets, custody & trading venues within UK
regulatory perimeter through RAQ; 02May2025.pdf

o Asthe 2023 Safeguarding Rule and SAB 121 are firmly on the agenda and a public
roundtable having been run by the regulator on the 25" of April, we may have sight of more
guidance — and perhaps a new rule — later this year.

e RIAs have even more to contend with as the SEC reshapes their leadership in a sweeping
reorganization. With Paul Atkins now confirmed as Chair of Commission, and the agency
consolidating its regional structure, preparation for more centralized oversight and
streamlined compliance is a must.

e Whistleblowers continue to be rewarded for their efforts by the regulator with a recent award
of $6 million being awarded to multiple individuals. The amount was awarded to joint
whistleblowers who provided new information leading to the start of an examination.
Remember that proactive engagement is key to recognising risks up front to identify and
prevent wrongdoing.
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The SEC is also currently evaluating whether to raise the minimum regulatory assets under
management (RAUM) threshold for registration. Currently, that RAUM threshold is $100
million. The new Chair of the SEC, Paul Atkins, seems to share the sentiments presented by
ex-Chairman Mark Uyeda, when on April 8th, he asked that the SEC staff evaluate current
thresholds given the significant increase in registered investment advisers. The review is
therefore likely set to continue and will include a public comment period before final
adoption.

Lastly, it's worth noting that the SEC has announced a two-year extension of its effective and
compliance dates for Form N-PORT and Form N-CEN rule amendments adopted in August
2024. This means that a vast majority of registered funds will need to report on portfolio-
related information more frequently, so make sure to take this into account when reviewing
your compliance procedures.

The new UK “Failure to Prevent Fraud Offence. With the rules coming into force on 1 September this
year, there is some time left to put your procedures in place.

fii.

The UK is introducing a new offence of “failure to prevent fraud”, intended to hold
organisations to account if they profit from fraud committed by their employees.

An organisation may be criminally liable where a person associated with it (such as
employees, agents, subsidiaries etc) commits a fraud intending to benefit the organisation
and the organisation did not have reasonable fraud prevention procedures in place. It does
not need to be demonstrated that company bosses ordered or knew about the fraud.

The offence is intended to encourage more companies to implement or improve prevention
procedures, driving a major shift in corporate culture to help reduce fraud.

Failure to prevent fraud; What should you be doing before September; 12Apr2025 .pdf

UK; New co-operation guidance issued by the SFO; 30Apr2025.pdf

Failure to Prevent Fraud; New guidance for the financial services sector; 23Feb2025.pdf
Note; Failure to prevent fraud guidance on reasonable procedures; 1T0Nov2024.pdf

Failure to Prevent Fraud; when is it coming into force and what should organisations be doing
now; 07Sep2024.pdf

Failure to prevent fraud; five key steps for regulated financial services firms; 260ct2024.pdf

When does it come into force?
o The new rules come into force on 1 September 2025.
Does it apply to us?

o The offence applies to larger organisations (companies and partnerships). There are
three thresholds, at least two of which need to be satisfied for the offence to apply to
an organisation. First, the organisation's UK turnover must exceed £36 million;
secondly, its total assets must exceed £18 million; thirdly, it must have more than 250
employees. The organisation may also be guilty of the offence if its parent company
satisfies at least two of these thresholds.

What do we need to do?
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o Before 1 September 2025, firms must put in place reasonable risk-based procedures
designed to prevent fraud. In a manner similar to the Bribery Act, these procedures
should be based on the following principles: top level commitment, risk assessment,
proportionate risk-based prevention procedures, due diligence, communication
(including training), and monitoring and review.

iv.  What are the consequences if we don't do this?

o Failure to put in place reasonable risk-based procedures could have very serious

consequences — the offences carries an unlimited fine.

Al

The EU's prescriptive Al Act has entered into force, with rules for generative Al applying from August
2025. The UK is instead proceeding with its flexible, principles-based approach, requiring no new
regulatory frameworks in the short term. However, in the face of geopolitical developments, both
jurisdictions are simultaneously reconsidering their overall balance between competitiveness and
regulatory safeguards.

UK developments

e The BoE/FCA's latest Al survey has shown that 75% of firms are already using some form of
Al in their operations — up from 53% in 2022. This increase is not being driven solely by back-
office efficiency gains but also includes significant use cases such as credit risk
assessments (an activity designated as ‘high risk’ under the EU Al Act), algorithmic trading
and capital management.

e Toinvestigate this trend, the Treasury Committee has launched a Call for Evidence on the
impacts of the increased use of Al in banking, pensions and other areas of financial services.
And the Bank of England’s Financial Policy Committee has published an assessment of Al's
impact on financial stability.

o Nonetheless, for now, the UK government is continuing with its principles-based approach —
see more in our previous articles here, here and here. The BoE/PRA and FCA have
determined that their existing toolkits remain appropriate to address the risks posed by Al as
these risks are ‘not unique’. Being predominantly outcomes-focused, these toolkits provide
sufficient agility to adjust to unforeseen technology and market changes.

e This approach is being reinforced by the wider push for growth and competitiveness (see
more in our article here). With Al seen as a key “engine for growth”, the government’s focus is
pivoting away from safeguards and towards innovation (while still, of course, accounting for
national security).

o Forexample, at the Paris Al Action Summit in February, the UK and US were the only two
countries to opt-out of signing the non-binding international declaration on ‘inclusive and
sustainable’ Al

e The government has renamed its Al Safety Institute to become the Al Security Institute.

The statement announcing this renaming promised that the rebranded institute “will not
focus on bias or freedom of speech,” but instead will prioritise unleashing economic growth.
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e The FCA continues to encourage innovators and wider stakeholders to engage with its Al
Lab initiatives (including its recent Al Sprint).

e And the government has issued a response to the Al Opportunities Action Plan, endorsing
almost all of the original 50 recommendations — including setting up Al “growth zones”,
creating a “sovereign Al unit” and requiring regulators to publicly report annually on their
activities to promote Al innovation. The response also confirmed that there will be a
consultation on legislation to protect against risks associated with the “next generation of
the most powerful models”.

EU developments

e Inthe EU, the Al Act has entered into force with rules for generative models applying from
August 2025. The Act classifies Al applications into risk levels, introducing stringent
requirements for the most high-risk areas.

e Thisis being complemented by additional lower-level FS guidance from the European
Supervisory Authorities (ESAs), demonstrating how existing sectorial legislation should be
interpreted in the context of Al (e.g., statement from ESMA on ensuring compliance with
MIFID II, consultation from EIOPA on Al risk management).

e Member States have until August 2025 to designate the national competent authorities that
will oversee application of the Act's rules within their jurisdiction and carry out surveillance.
As the capitals are expected to select different types of authority (e.g., data protection,
telecommunications, bespoke Al bodies), certain challenges are expected. In particular, these
authorities will need to ensure they find a ‘common language’ and avoid regulatory
fragmentation.

e Inadvance of full applicability of the Act (from August 2026), some Member States (e.g.,
Spain, Italy) have chosen to implement their own national rulebooks. These rulebooks will
need to be monitored and updated to reflect any future amendments to the Act.

e Beingthe first Al law by a major jurisdiction, the Al Act represented a major regulatory
milestone. However, its prescriptive nature arguably reduces its ability to remain agile in the
face of fast-moving technology. In fact, during negotiations, the underlying risk classification
system had to be amended to account for the emergence of general-purpose Al. And as with
the UK, the EU is also having to reconcile its approach with increasing calls for international
competitiveness.

e The Al Code of Practice (COP) for General Purpose Al complements the Act and aims to
provide more detailed guidance for companies to ensure they adhere to ethical standards,
even for systems that aren’t considered high-risk. If successful, the EC can give the COP a
legal standing for providers to self-certify conformity with as part of their compliance. Due to
be completed in May, the COP has already been significantly watered-down (or “simplified”)
during drafting — mostly in response to industry concerns and to align with the simplification
agenda. The third draft has introduced much greater flexibility on copyright requirements,
along with further adjustments to high-risk safety and security measures, and transparency
reporting obligations.

e The EU has also launched a €200 billion InvestAl strategy, signalling an increasing reliance on
private capital to fuel growth in this area. These sources of private funding could also push
policymakers to reduce the compliance burden.
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International developments

Although individual jurisdictions — like the UK and EU — are being influenced by the drive for
competitiveness, the international standard setters continue to focus on risks (and
mitigants).

The IMFE has flagged concerns around herding and concentration risk in capital markets,
especially if trading strategies become largely derived from open-source models. As a result,
they urge national regulators to provide guidance on model risk management and emphasise
stress testing.

IOSCO has echoed these concerns, identifying most-commonly cited Al risks to include
concentration, third-party dependencies and data considerations. These risks become more
concerning when paired with the trend of increasing use of Al to support decision-making.

What this means for firms

Despite any movement towards regulatory “simplification”, firms still need to ensure their risk
and control frameworks properly account for Al use.

Those firms with a footprint in the EU must begin navigating the Al Act as a baseline — either
building new or uplifting existing governance and control frameworks.

UK firms currently do not have a prescriptive rulebook to comply with. However, in many
ways, their task is more difficult, as the onus is left on them to figure out how to manage this
rapidly changing technology.

Al faces closer scrutiny from Bank of England; On 9 April 2025, the Bank of England's Financial Policy

Committee (FPC) released the “Financial Stability in Focus” report, examining the implications of Al on
the UK's financial system. The report highlights the emerging risks associated with Al adoption in the
finance sector. The key risks include:

Reliance on Al for core decision-making: Banks’ and insurers’ increasing reliance on Al for
core financial decision-making could introduce financial stability risks if common
weaknesses in widely used models cause many firms to misestimate certain risks, leading to
mispricing and misallocation of credit.

Market manipulation: Autonomous Al systems could identify and exploit market weaknesses,
potentially triggering or amplifying financial volatility. The FPC warns that such models might
learn that stress events increase profit opportunities and that periods of extreme volatility
were beneficial for the firms they were trained to serve, leading them to take actions that
heighten the likelihood of such events.

Herding and market concentration: The widespread use of similar Al models may result in
firms taking increasingly correlated positions and acting in a similar way during a stress,
thereby amplifying shocks.

Operational dependencies: Financial institutions generally rely on providers outside the
financial sector for Al-related services. Reliance on a limited number of Al service providers
could introduce systemic risks, as malfunction in a widely used Al system might have
cascading effects across the financial sector.
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Cybersecurity threats: While Al could increase firms’ cyber defensive capabilities, it could
also increase malicious actors’ capabilities to carry out cyberattacks against the financial
institutions.

The FPC stated that a key area of focus for the Bank of England will be working with industry,
including through the Al Consortium (a collaborative Al policy group), to understand how Al is
being deployed and to share good practice for managing Al-related risks. The FPC also
highlighted the potential need for regulators to evolve existing guidance and regulation to
support the safe adoption of Al across the industry.

FCA shares Al themes and launches Al test service; The results of its recent Al Sprint show how

important it is financial firms to protect consumers as they integrate Al into their business. The FCA has
also announced that it will launch a service for regulated firms to test Al models.

RN

Al Sprint discussions; The FCA has published the results of its Al Sprint held earlier in the
year. Four common themes from participant discussions were:

Regulatory clarity: Areas where the FCA could explain how existing rules apply to Al.
Trust and risk awareness: Consumer trust is “vital” to realise the full benefits of Al.
Collaboration and coordination: Public and private partnership is needed.

Safe Al innovation through sandboxing: A safe space to test responsible innovation.

Discussions on the regulatory framework for financial services covered, among other things:
o Governance: Accountability for Al within firms, including under the Senior Managers
and Certification Regime (SMCR).
o Explainability and transparency: Telling customers about how Al models are used.

o Fairness: Managing risk of bias and impact on vulnerable customers.

o Market risks: Including how they are covered by principles and outcomes-based
regulation.

o Outsourcing and critical third parties: How existing regulation can manage third party
risks.

The Al Sprint will feed into the FCA's future work on Al in financial services. The topics listed
above hint at the areas that the FCA will engage with firms about in their supervisory work.
Firms should be particularly mindful to ensure ongoing compliance with the Consumer Duty
as they roll out Al which could impact outcomes for retail consumers.

Automation in the customer journey presents risk if it removes the nuance interaction with
human customer support offers in circumstances in which this would be beneficial. This is a
particular risk in the case of vulnerable customers, where the FCA has identified real benefits
from more tailored responses. Add in Al and the risks grow due to the risk of coding-in bias
or assumptions that disproportionately negatively impact a particular subset of your target
market.

That said, there also are real benefits to consumers from using Al. The FCA's recent feedback
on firms' treatment of vulnerable customers highlighted the use of an Al tool to review call
recordings to check if customers mentioned potential characteristics of vulnerability as good
practice. Firms should think carefully about the intended (and unintended) consequences of
any Al tool they are considering entering into their business.
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e Al Live Testing; Insights from the Al Sprint have led to the FCA developing a testing
programme as part of its Al Lab. From September 2025, a live testing service will allow firms
to work with the FCA while they check that their new Al tools are ready to be used. The
service is aimed at firms which are ready to deploy consumer or market-facing Al models.

e The FCA has launched an Engagement Paper on its proposed approach for Al Live Testing.
The FCA wants to hear about the primary blockers for live market deployment of Al models
and whether the Al Live Testing would address these challenges. It invites feedback by 10
June 2025.

e The Al Live Testing is initially expected to run for around 12 months. A report in spring 2026
will evaluate its impact. If successful, it may be made a permanent service.

Bank of England considers financial stability implications of Al; In a new report it highlights the
benefits Al can bring but also notes the potential impact it could have on financial stability. The Bank of
England pledges to work with the industry to better understand how Al is being used by firms and
acknowledges that more regulation may be needed to support the safe adoption of Al.

e Reaping the benefits of Al in finance

e The report, published by the Bank of England’s Financial Policy Committee, summarises how
financial services firms are currently leveraging Al to improve operational efficiency,
highlighting the productivity gains it is already bringing to financial institutions.

e The report notes how firms are employing Al to benefit their customers by enhancing the
range of products offered, improving customer interactions and combatting fraud. It also
looks ahead to a world in which Al deployment is not limited to low-risk applications but is
more deeply integrated into firms’ core financial decision-making.

e Risk landscape and FPC's areas of focus

e The FPC is keeping tabs on four areas which could threaten financial stability in the future:

e Al in core financial decision-making: Using Al in business functions could have “a direct
impact on the financial position of the firm and outcomes for customers”. Existing principles
and regulations, such as the Senior Managers and Certification Regime, help address certain
firm-level risks. There are also systemic considerations at play, particularly if firms rely on a
limited number of model components or data libraries affected by the same weaknesses
which could, for example, prompt widespread misestimation of risks.

e Greater use of Al by financial market participants: Al is already being widely used by market
participants and the FPC expects Al to make its way into their core trading and investment
activities in the future. The use of complex Al models could impact firms' readiness to
respond in stress situations or lead to unintended consequences if Al trading models behave
in a way that disrupts the efficient functioning of financial markets.

e Impact on operational resilience: The report identifies the financial stability issues connected
to firms’ exposure to third parties when using Al, as highlighted in the recent Al Survey. Firms’
increased reliance on external providers supplying Al-related services may lead to these
providers becoming critical third parties in the future.

o Al-related cyber threats: While Al is helping firms address cybersecurity threats, Al has the
potential to exploit firms' vulnerabilities, introduce unprecedented threats, or render existing
protections ineffective which could ultimately have systemic implications. The evolution of
Al-related cyber risks will be a key aspect of the FPC's approach to monitoring Al.

¢ Looking ahead
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e The Bank of England is “mindful” of the potential need for regulators to “evolve” guidance and
regulation to support the safe adoption of Al across the industry. Even where existing
regulation can manage firm-level risks, new measures may be needed to mitigate systemic /
macroprudential risks. Given the fast pace of technological change, the FPC aims to
maintain a flexible and forward-looking to quickly respond to new challenges that could
threaten financial stability.

EU releases Al Continent Action Plan; On 9 April 2025, the EU Commission unveiled the Al Continent
Action Plan, aiming to position Europe as a global leader in Al. This comprehensive strategy focuses on
five key pillars:

o Building large-scale Al infrastructure: Establishing a network of “Al Factories” around Europe’s
supercomputers to support startups, industry, and researchers. Plans include developing Al
gigafactories equipped with approximately 100,000 state-of-the-art Al chips to enhance
computing power for complex Al models.

e Enhancing access to high-quality data: Creating data labs to curate large volumes of data
within Al Factories. A “Data Union Strategy” will be launched to foster a unified internal
market for data, facilitating scalable Al solutions.

o Promoting Al adoption in strategic sectors: Introducing the “Apply Al Strategy” to develop
tailored Al solutions and boost their adoption in key public and private sectors. European Al
innovation infrastructures, including Al factories and digital innovation hubs, will play a
significant role.

o Strengthening Al skills and talent: Facilitating international recruitment of Al experts through
initiatives like the Talent Pool and Al fellowship schemes offered by the upcoming “Al Skills
Academy”. Educational and training programmes on Al and generative Al will be developed to
prepare specialists and support workforce upskilling.

o Simplifying regulations: Launching the "Al Act Service Desk” to assist businesses in
complying with the Al Act, serving as a central hub for information and guidance.

European Commission publishes Digital Europe Work Programme for 2025-2027 with €1.3 billion
investment in Al; The European Commission has adopted the 2025-2027 Work Programme for the
Digital Europe Programme (the Work Programme), allocating €1.3 billion to accelerate the deployment
of key digital technologies, with a strong emphasis on Al.

e The funding aims to support the use of reliable Al across public administrations and
businesses, strengthen Europe’s technological sovereignty, and align with the EU’s broader
digital goals.

o Key Al initiatives under the programme include:

o Support for Al testing and experimentation facilities to enable real-world validation of
Al technologies in sectors such as healthcare and manufacturing.

o Investment in secure, trustworthy Al systems, including efforts to align deployment
with the forthcoming Al Act.

o Promotion of Al in sectors like law enforcement and crisis response, with safeguards
for fundamental rights.

o Funding to improve the availability and quality of datasets for the development and
fine-tuning of Al models.
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o Tailored support to increase Al adoption by small and medium-sized enterprises,
including through Digital Innovation Hubs.
e The Commission will launch funding calls from April 2025, which are open to entities across
the EU and participating countries in the Work Programme.

European Union considers simplification of EU Al Act; After introducing the EU Al Act, the European
Commission (the Commission) is now looking to potentially simplify the law to reduce the
administrative burden on affected parties.

e During the Committee on Legal Affairs Ordinary Meeting on 9 April 2025, the Commission’s
Technology Chief Henna Virkkunen explained that the Commission is "committed" to the EU
Al Act's main goals but is now looking into the "administrative burden" and considering "some
reporting obligations [that] we could cut."

e The Commission will seek industry views "where regulatory uncertainty is hindering the
development and the adoption of Al" and feed that into a wider effort to review and potentially
roll back a number of digital rulebooks at the end of this year. The move is part of a wider
relaxation of the EU Al regulatory framework. Earlier this year, the Commission axed plans to
implement a strict liability scheme for harm caused by Al (the Al Liability Directive).

e |t remains to be seen if or to what extent the provisions of the EU Al Act might be rolled back.

European Commission opens consultation for guidance on general-purpose Al models under EU Al
Act; On 22 April 2025, the European Commission (the Commission) launched a consultation relating to
the provisions in the EU Al Act on general-purpose Al (GPAI) models. Designed to clarify existing
provisions in the EU Al Act, and obtain targeted input from stakeholders, the product of the consultation
will be new Commission guidelines on GPAI models.

e Based on the outcomes of the consultation, the new guidelines will address a number of key

questions, including:
o the definition of a GPAI model

the tricky concepts of placing on the market and fine-tuning

the role of the Al Office in facilitating compliance with the EU Al Act

how signing the Code of Practice — if approved by the Al Office and Al Board — might

serve as a benchmark for regulatory compliance

e The Commission is seeking input from all interested stakeholders, including providers of
GPAI models, downstream providers of Al systems, public authorities and experts. The
deadline for submitting a response is 22 May 2025. The guidelines and final Code of Practice
are expected to be published around August 2025.

o O O

EU Al Office launches survey to expand Al literacy practices repository; On 2 April 2025, the EU Al
Office initiated a survey to gather examples of Al literacy practices from organisations across Europe to
support the implementation of Article 4 of the Al Act. This effort aims to enhance the existing living
repository of Al literacy initiatives, promoting learning and exchange among Al system providers and
deployers.

e respond to the survey here.
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e The repository, introduced during the Al Pact webinar on Al literacy in February 2025,
currently features over 20 practices contributed by Al Pact organisations.

e Organisations are encouraged to share their Al literacy experiences through the survey.
Submissions will undergo verification by the Al Office to ensure they meet criteria of
transparency and reliability before inclusion in the public repository. A dedicated website for
the living repository will soon be developed.

MAS turns up gas on AML / CFT and market abuse in enforcement report; The MAS has published its
2023/4 enforcement report, setting out the actions taken by the Singapore regulator for 18 months to
31st of December. Offering insight into the MAS" main areas of focus going forward, it's important for
firms to get to grips with these priorities to avoid getting caught out.

Published on 14th April 2025, the report highlighted the following key statistics: 1 July 2023 to 31
December 2024

e 33 criminal convictions: A total of 20 individuals were imprisoned, with others receiving fines.
Types of misconduct identified included unlicenced conduct of regulated activity, false trading,
deception / fraud under Securities and Futures Act, disclosure-related breaches, and breaches
of requirements for offer documents.

e S$7.16 million in civil penalties

o SS$4.4 million in financial penalties and compositions: Against two capital markets services
licensees for anti-money laundering and counter-terrorist financing (AML / CFT) breaches.

e 22 prohibition orders / One cancellation of registration: Three individuals were banned from
re-entering the financial industry for a duration of more than ten years

o 542 other actions taken: These included reprimands, warnings, advice, and reminders.

e MAS Enforcement Report 2023/2024 (999.9 KB)

e MAS Enforcement Report 2023/2024 Infographic (5.74 MB)

ENFORCEMENT REPORT

JULY 2023 TO DECEMBER 2024
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Building Enforcement
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at does the future look like?

Enforcing AML / CFT controls
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NOTABLE ENFORCEMENT ACTIONS,
ACTIVITIES AND INITIATIVES

Market Abuse

1

9\

Enhanced disruption
framework in partnership
with brokerages for early
intervention in potential
market abuse cases.

Used multiple information
and intelligence channels
(Open-Source Intelligence
(OSINT), Suspicious
Transaction Report (STR)
filings) to enhance detection
of misconduct.

Secured convictions of an
individual for a
“pump-and-dump” scheme
via social media, and a
former CEO for false trading
in his company’s shares.

Money Laundering-Related
Control Breaches

Imposed composition
penalties totalling $4.4
million on two fund
management companies for
breaches of MAS' AML/CFT
requirements.

ures Act 2001

Financial Services
Misconduct

[~
2

Continued focus on ensuring
the integrity of asset and
wealth management sectors.

Secured conviction of a
former fund manager for
fraudulent or deceptive
conduct relating to bond
trading.

Issued a 14-year prohibition
order (PO) against a former
personal banker following
his conviction for offences
involving dishonesty.

Implementation of
New Powers

n

onae

Q

Expanded powers to issue
Prohibition Orders (POs) to
any person who is not
deemed “fit and proper”, and
broadened scope of
prohibition to cover
functions that are critical to
the integrity and functioning
of finaneial institutions.

Enhanced investigative
POWETS across
MAS-administered Acts* to
ensure effectiveness of
investigations by MAS, and
prevent duplication of
investigations between MAS
and other law enforcement
agencies.

Association

e In accordance with Singapore's AML three-pronged strategy — Prevent, Detect and Enforce,
the MAS will continue to provide comprehensive guidance on AML / CFT practices to financial
institutions (Fls), deepen channels for data sharing amongst and with Fls, and review penalty
frameworks to ensure that they remain proportionate and dissuasive.

Building enforcement capabilities in the digital asset ecosystem

e The MAS will put in place regulations to address key money laundering (ML) and terrorist
financing (TF), technology, and consumer risks. The regulator has also engaged with overseas
regulators on best practices for detecting and investigating digital asset-related misconduct.
Industry players were also called upon to help deepen the understanding of common
misconduct, and technology providers to enhance the regulator’s investigative capabilities.

at priorities did the MAS highlight as ‘evergreen'?

Market abuse
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Market abuse undermines the integrity of Singapore’s financial system, erodes public
confidence in its capital markets and discourages market participation.

To protect investors and ensure a level playing field for market participants, the MAS has
undertaken proactive surveillance for early detection and disruption of potential market abuse.
It is collaborating closely with brokers and the Singapore Exchange.

For example, the MAS conducted a series of closed-door engagements with top management
of broking firms, with a focus on enhancing its market monitoring and surveillance
capabilities.

The main types of market abuse the regulator is investigating includes insider trading, false
trading, and disclosure-related breaches.

Financial services misconduct

Financial services firms and their representatives provide vital services to the public. To
uphold public confidence in the financial services industry, the MAS is continuing to ensure
that firms and representatives are fit and proper and comply with business conduct rules. As
Singapore continues to position itself as a leading asset and wealth management hub, the
MAS has also been focusing on ensuring the integrity of these sectors.

The main types of financial services misconduct that the regulator is investigating include
mis-selling of financial products, breaches of business conduct rules, and serious unfitness
and impropriety.

Money laundering — Related control breaches

Singapore being a trusted global financial centre is exposed for ML and TF activities. The MAS
is working closely with the Commercial Affairs Department to uncover and address ML and
related control breaches. It expects Fls to have robust AML / CFT controls in place to detect
and disrupt attempts to abuse Singapore’s financial system for illicit purposes.

MAS' Experts Panel Proposes Ways to Enhance Technology Resilience and Tackle Emerging Threats

MAS' Cyber and Technology Resilience Experts Panel convened to discuss a range of topics,
including technology resilience, third-party risks, quantum security and digital financial scams
at its inaugural meeting on 16 April 2025.

Untangling the regulatory web in Dubai and Abu Dhabi; we are noticing a growing number of queries

coming in concerning operational licences, rules and practice standards across the Middle East. As
well as brokerages in particular, fund managers and capital market firms in also are seeking to establish
in the Dubai International Financial Centre (DIFC) or Abu Dhabi Global Market (ADGM), currently the
leading financial service hubs in the Middle East.

The most common issues firms face when considering the region as a growth option, is
navigating the regulatory environment and understanding the purpose of the multiple
regulators.
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e The UAE is a federal elective monarchy made up of seven emirates, with Abu Dhabi serving
as its capital. The main financial centres in UAE are in Dubai and Abu Dhabi, which have
financial freezones where most financial firms are concentrated. Financial regulations in the
UAE are split between federal regulators, who regulate business outside the financial
freezones and specific financial service regulators within the financial freezone. Between
Dubai and Abu Dhabi, there are five primary regulators that are relevant to Fund Managers,

and Capital Markets firms.

Mainland
Central Bank of UAE (CBUAE)

Securities and Commodities Authority (SCA)

Financial Freezones (FFZ)

Dubai Financial Services Authority (DFSA)

Financial Services Regulatory Authority (FSRA)

Virtual Assets Regulatory Authority (VARA) — sits across both Dubai Mainland and Freezones

except in the jurisdiction of DIFC.

Jurisdiction  Regulator

Federal UAE Central Bank

UAE

Federal Securities and Commodities

UAE Authority (SCA)

Dubai Virtual Asset Regulatory
Authority (VARA)

DIFC Dubai Financial Services
Authority (DFSA)

ADGM Financial Services

Regulatory Authority (FSRA)

The role of the Regulators

e CBUAE

Overview

Federal regulator for banking, payment services
and insurance in the UAE Federal jurisdiction

Regulator for financial markets, virtual assets
and listed entities in the UAE Federal jurisdiction

The SCA's local licensing authority for virtual
asset activities in the Emirate of Dubai

Sole regulator for prudential, financial markets
and virtual assets in the DIFC

Sole regulator for prudential, financial markets
and virtual assets in the ADGM

e The CBUAE is the supervisory and regulatory authority of the banking and insurance sector.
This includes supervising firms such as: banks, insurance firms, payment services providers,
rep offices, exchanges, loan-based crowdfunding, stored value facilities, retail payment
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services, and payment token services. They are a state institution, and their policies align
with that of the Ministry of Finance and Ministry of Economy.

Securities and Commodities Authority (SCA)

The UAE SCA operates as the primary regulatory body for the securities and commodities
markets in the UAE. The rules and regulations are derived from and in line with Federal laws.
SCA deals with licensing and supervising financial intermediaries, including brokerage firms
and investment companies. Including financial stability and promoting a fair and transparent
market, one of SCA's core aims is to protect investors (including retail).

There is an open data portal where the public can view all SCA licensed firms, their board of
directors, latest financial statements, licensed activities and accredited employees.

Virtual Assets Regulatory Authority (VARA)

Dubai’s VARA is the first independent regulator for virtual assets. It offers eight license types
to Virtual Asset Service Providers (VASPs) looking to operate in Dubai mainland or Dubai
freezone jurisdictions (with the exception of the DIFC).

VARA offers eight license types:

VASP

VA broker-dealer services

VA custody services

VA exchange services

VA lending and borrowing services

VA management and investment services

VA transfer and settlement services

VA issuance category 1 (FIAT-referenced VAs)

There is a public register where you can view VARA authorised firms and the financial
services and endorsements / restrictions they have been authorised to carry out.

Dubai Financial Services Authority (DFSA)

The DESA is the independent regulator of financial services conducted in or from the DIFC, a
purpose-built financial free zone in Dubai, UAE. The DFSA's regulatory mandate includes
asset management, banking and credit services, securities, collective investment funds,
custody and trust services, commodities futures trading, Islamic finance, insurance, an
international equities exchange, and an international commodities derivatives exchange.

In addition to regulating financial and ancillary services, the DFSA is tasked with supervising
and enforcing anti-money laundering (AML) and counter-terrorist financing (CTF)
requirements applicable in the DIFC. The rules and regulations are based on UK Common
Law and International standards.

There is a public register where you can view authorised firms and the financial services and
endorsements/ restrictions they have been authorised to carry out by the DFSA.

Financial Services Regulatory Authority (FSRA)

The FSRA is the independent regulator of financial services conducted in or from the ADGM.
Within the ADGM legal framework there is FSRA legislation that details all of the regulation
and rules related to Financial Services Firms set up in ADGM. The Financial Services and
Markets Regulations ("FSMR”) sets out the legislative and regulatory framework for financial
services in ADGM. FSMR has been broadly modelled on the UK's Financial Services and
Markets Act 2000 (FSMA).
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The FSRA has regulatory powers, functions and objectives in areas of authorisation,
recognition, market infrastructure bodies, enforcement and information gathering powers,
accounting/auditing, listing and prospectuses, collective investment funds, settlement
finality, disclosure of information, financial services transfers, etc.

ADGM is fast becoming the home to several digital assets platform providers and has a
healthy competition with DIFC. There is a public register where you can view FSRA
authorised firms and the financial services and endorsements/ restrictions they have been
authorised to carry out.

Why are firms choosing the UAE?

We are witnessing firms globally flock to the UAE, outside of the attractive fiscal oasis and
sunshine, there is a long list of reasons why financial services firms are choosing the UAE as
their new homes or growth hubs for the region.

Strategic positioning and future growth

The UAE's strategic geographical location makes it an ideal gateway for traditional financial
services and crypto firms to access markets in the Middle East, Africa, and South Asia. The
UAE is recognised as a bridge between the East and the West from a commercial, financial,
and logistical perspective.

Leading innovation and regulatory clarity in virtual assets

Dubai and Abu Dhabi have set out clear regulatory frameworks for virtual assets. They have
demonstrated to firms seeking authorisation in this area that they are aware the world is
evolving, and they are embracing it. Providing regulatory sandbox environments for firms to
test new products and services in a controlled environment is an example of this.
Regulatory agility and streamlined operations

The DIFC and ADGM stand out for their streamlined licensing process and flexibility in fund
structures, less bureaucracy than what we would typically see in more established financial
hubs. This regulatory agility is a huge contrast with the more traditional financial centres.
Setting up: Mainland vs Freezone; To understand the role of each regulator, you need to
understand the lay of the land.

o There are "Mainland Regulators” — CBUAE, VARA and SCA, who have oversight of and
authorise firms to conduct licensed financial services activities specifically on
mainland territory only. There are also Financial Freezones (FFZ), Dubai International
Financial Centre (DIFC) where the DFSA is based and ADGM where the FSRA is
based.

Why are most fund managers and capital markets firms choosing to set up in ADGM or DIFC
rather than mainland?

o The freezones have been set up to allow firms to have 100% foreign ownership with
no local ownership required unlike a mainland entity. This suits financial services
firms who have more of a global client base rather than local UAE customers. Of
course, the big attraction to freezones is that entities are exempt from corporate
taxes.

o The FSRA and DFSA are continuing their trajectory of integrity and international
standards of regulation which remains incredibly attractive for regulated financial
services firms wanting to explore global growth opportunities.

Regulator priorities and examples of collaborations
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e The UAE, generally, is very protective of its brand identity and how this is perceived by the
rest of the world. There is healthy economic competition between the regulatory bodies, but
at the same time recognition of when there needs to be synergies and collaboration.

e We've seen examples of this with UAE passporting for Funds (SCA, DIFC and ADGM
collaboration) and the continued focus on maintaining the FATF rating e.g. regular AML
reporting required by firms.

e There is a significant focus on ensuring the financial centres (DIFC and ADGM) are operating
at and perceived to be in line with global standards of regulation. The regulators are engaging
authorised firms on a regular basis in the relevant regions with outreach sessions (these can
be sectoral or a specific regulatory topic) and consultation papers to finesse and clarify rules
and regulatory guidance.

e We are particularly noticing a ramp up in consultation concerning digital assets and FIAT
referenced tokenisation (a category of stable coin). As we progress in the year, we expect to
see further consultation from the regulators in the crypto space and the Funds regime.
Looking as far as 2026, we expect to see the changes in the Client Asset rules and
Authorised Individuals regime finalised and implemented.

o How do I know if | need a financial services licence in the UAE?

e Ingeneral, if you want to run a financial service business (i.e., carrying out regulated financial
services in relation to regulated financial products) in or from the UAE, you will most likely
need a financial services licence to do so.

o However, each regulator listed above has a separate regime to determine the types of
products and services that form part of its financial services regime and accordingly a
requirement to obtain either a financial services licence or another form of prior approval /
authorisation where applicable.

e How do you obtain a financial services licence in the UAE?

e FEach regulator has a similar but distinct approach to facilitating financial services licences in
their jurisdictions and bespoke requirements that apply on the basis of the proposed
financial services business.

e However, in general, obtaining a financial services licence in the UAE requires satisfaction of
the following steps:

satisfying initial due diligence and discussions with the regulator;
submitting a formal application to be assessed by the regulator;
receiving an in principle approval from the regulator;

completing the conditions set out in an in principle approval; and
receipt of the financial services licence.

o O T QO
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D

e Throughout the licensing process, successful applicants are required to demonstrate to the
regulator that they have a thorough understanding of their obligations under the relevant
financial services regime, access to the minimum capital requirements, have made
mandatory personnel appointments, implemented mandatory policies and procedures and
client facing documentation, and a suitable place of business in the UAE.

e How much does a financial services licence cost in the UAE?

e There are a range of different costs to consider when budgeting for obtaining a financial
services licence in the UAE. These will vary depending on the type of business you want to
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operate and the resources you may already have on hand from operating outside of the UAE.
However, some costs you may wish to consider could include:

regulatory fees (application and ongoing supervisory fees);

incorporation of the relevant entity (or group of entities);

appointment of relevant personnel (including visa sponsorship if it is required);

regulatory capital and ongoing operational expenses; and

external advice to support your application and business (i.e., legal advisors, tax consultants,
etc.)

Who regulates banking and financial services in your jurisdiction?

The UAE has four different regulators responsible for the authorization and supervision of
banks, insurers and other financial institutions. These are: (i) the Central Bank of the UAE
(CB);); (ii) the Securities and Commodities Authority (SCA); (iii) the Dubai Financial Services
Authority (DFSA), which is the regulator of the Dubai International Financial Centre (DIFC);
and (iv) the Financial Services Regulatory Authority (FSRA), which is the regulator of the Abu-
Dhabi Global Market (ADGM).

There are two regulators in the "on-shore" UAE: (i) The Central Bank of the UAE that regulates
banks, finance companies, payment service providers and insurance companies and (ii) the
Emirates Securities and Commodities Authorities (ESCA) that regulates markets, listed
companies and securities brokers.

The Central Bank under its new law no. 14 of 2018 has very wide powers to supervise and
sanction the Fls within its remit with the ability to censure, fine, sanction and withdraw
licenses and to cooperate with foreign regulators.

The ESCA has more limited powers under its law no. 4 of 2002 but is trying to exert more
control, including naming and shaming violators of its regulations.

The AML supervisor is the Financial Intelligence Unit (FIU), an independent body hosted at
the Central Bank

The allocation of responsibilities between the CB, SCA, DFSA and FSRA is as follows:

o The CB and SCA regulate and supervise on a UAE federal level, respectively, all banks,
insurers and insurance brokers for the CB while the SCA regulates, securities traders
and markets. In 2020 the UAE legislator merged the Insurance Authority (IA) with the
CB, and the IA is now fully integrated within the CB

o The UAE Council of Ministers has also decided to consider the two UAE exchanges,
the Dubai Financial Market (DFM) and the Abu Dhabi Exchange (ADX), as self-
regulated organizations under the supervision of the SCA.

o The DFSA is the financial regulator and supervisor of all banks, investment firms,
securities traders and re-insurers that operate within the DIFC, a financial free zone
located in the emirate of Dubai, which is governed by its own rules and regulations
largely based on common law principles, as opposed to civil law on the UAE federal
level. DFSA-regulated firms include investment firms, asset managers, hedge funds,
brokers, financial advisers and insurance intermediaries.

o The FSRA is the financial regulator and supervisor of all banks, investment firms,
securities traders and re-insurers that operate within the ADGM, a financial free zone
located in the emirate of Abu Dhabi, which is governed by its own rules and
regulations based on the laws of England and Wales, as opposed to civil law on the
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UAE federal level. ADGM-regulated firms include investment firms, asset managers,
hedge funds, brokers, financial advisers and insurance intermediaries

o What are the main sources of regulatory laws in your jurisdiction?

e There are two sources of regulatory laws in the UAE, the Central Bank Law no. 14 of 2018
and the ESCA law no. 4 of 2002. The main federal law for banking and financial services is
Federal Law No. 14 of 2018 regarding the Central Bank and organization of Financial
Institution and Activities, which replaced the old Law No. 10 of 1980 concerning the Central
Bank, the Monetary System and Organization of Banking and the insurance industry. The SCA
is governed by Federal Law No. 4 for the year 2000 concerning the Emirates Securities and
Commodities Authority and Market. The two regulators have issued a number of regulations
applicable to the financial institutions that fall under their jurisdictions.

e The CBis also supposed to issue a number of updated regulations pursuant to its new law,
and it is now issuing a number of these regulations, such as the Stored Value Facility (SVF)
and the Retail Payment System (RPS).

e With regard to the DIFC, the DFSA issues rules and regulations that apply to the financial
institutions that operate within the DIFC. The main laws governing financial institutions in the
DIFC are the following:

o Regulatory Law 2004

Markets Law 2012

Law Regulating Islamic Financial Business 2004

Trust Law 2005

Collective Investment Law 2010

o Investment Trust Law 2006

e In addition, the DFSA has published a number of regulations applicable to financial
institutions incorporated within the DIFC.

e The FSRA issued the Financial Services and Market Regulations, which were broadly
modeled after the UKs Financial Services and Markets Act (2000) and other related
legislation.

e What types of activities require a license in your jurisdiction?

e The CBUAE regulates the below activities:

O O O O

o Taking deposits of all types, including Shar'iah-compliant deposits

o Providing credit facilities of all types

o Providing funding facilities of all kinds, including Shar’iah-complaint funding facilities

o Providing currency exchange and money transfer services

o Providing monetary intermediating services

o Providing stored values services, electronic retail payments and digital money
services

o Providing virtual banking services

o Arranging and/or marketing for Licensed Financial Activities

o Acting as a principle in financial products that affect the financial position of the
Licensed Financial Institution, including but not limited to foreign exchange, financial
derivatives, bonds and sukuk, equities, commodities, and any other financial products
approved by the Central Bank

e The Central Bank regulates Stored Value Facilities, including crypto currencies and the ESCA
regulates crypto-assets.
e Theregulators in the Financial Free Zones regulate various activities, including the following:

o Accepting deposits
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Dealing in investments as principal or as agent

Providing credit

Managing assets

Operating collective investment funds

Providing custody and trust services

Acting as a trustee of a fund

Advising on financial products or credit

Insurance intermediation and management

Carrying out payment services

Consumer lending

Providing investment advice

Trading in securities and other investments as principal or as agent

Arranging transactions in investments

Managing profit-sharing investment accounts

Crowdfunding

How do the licensing requirements apply to cross-border business in your jurisdiction?
Currently, there is no prohibition on foreign banks that deal with clients located in the UAE.
The only restriction is the prohibition on holding mortgages on real estate, and such banks
would need to have recourse to a local security agent that is a bank, or a financial institution
licensed by the CB.

Alaw issued in 2016 creates a secure registry for movable assets, and foreign banks may
register as pledgee and hold movable assets as security without needing to have a local
security agent.

There are more restrictions on insurers and insurance brokers that are required to be
licensed by the CB. Foreign insurance companies may not insure assets located in the UAE.
Similar restrictions apply to the promotion and marketing of foreign funds in the UAE. This
must be done through a local agent licensed by the SCA, unless the promotion or marketing
is on a reverse solicitation basis or such foreign funds are targeted to Sovereign Wealth
Funds or Qualified Investors, provided they are not individuals.

In the DIFC and ADGM , which are wholesale jurisdictions, a foreign entity may only deal
through a DFSA-authorized firm unless it is dealing with a market counterparty.

What are the requirements to obtain authorization in your jurisdiction?

Each of the four regulators mentioned above have their own specific requirements that must
be satisfied by the applicant firm seeking to become authorized. These requirements are also
largely dependent on the type of activity the applicant firm is seeking to practice. However,
the following general factors will be considered:

O OO O O O 0O O O OO OO OO OO O0

Ownership and group structure

o Corporate governance structure

o Senior management resources

o Suitability

o Fitness and propriety
There is a moratorium on new banks in the UAE, including branches of foreign banks. As for
other Fls, a RBP must be submitted together with a number of key individuals: (i) a CEO, (i) a
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compliance officer, (iii) a money laundering reporting officer, (iv) an internal audit officer. This
personnel must be fit and proper.

e Whatis the process for becoming authorized in your jurisdiction?

e Both the CBUAE and ESCA have sandboxes that are for a year and after that, the company
may be licensed on a fast track basis or has to wind up. As for licensing, it starts with a
meeting with the BSU at the CB to be followed by submitting an RBP and then the
appropriate manuals. It takes up to six months to be licensed by the CBUAE. The process at
ESCA should take between 2-3 months. In detail, an applicant firm must complete a formal
process to obtain authorization from the relevant regulator. As described above, the process
for authorization will vary depending on the regulator.

e For example, the process for becoming authorized by the DFSA involves the following:

O

oo oo

— Q-

O

Submission of a Letter of Intent — The Letter of Intent generally covers the following:

Intention of the applicant and the activities intended to be conducted
Reasons for setting up in the DIFC

Founding directors and corporate structure

Resources and functions-details of who will be based in the DIFC entity
Permanent office space requirements

Submission of a Regulatory Business Plan (RBP) — The RBP should set out the
strategy and rationale for establishing an operation in the DIFC, as well as
demonstrate how the business will be managed and controlled. The DFSA needs to
understand the business model of the applicant firm so they can ensure that it is
authorized for the correct financial services, investment types and client types, as
well as to enable them to assess the adequacy of the applicant firm's resources. The
applicant firm will need to do the following:

Identify all the financial services and any other activities it intends to carry out
Identify all the likely business and regulatory risk factors

Explain in depth how it will monitor and control these risks

Consider any intended activities

Submission of additional DFSA Application Forms and supporting documentation

The timing for processing each application for authorization can take anywhere between four and
six months from the date of receiving the applicant firm’s full and complete application.

What financial services passporting arrangements does your jurisdiction have with other

jurisdiction?

The UAE does not have financial services “passporting” arrangements with any other jurisdiction.
However, the DFSA has signed a number of MOUs with foreign regulators.
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ESMA is publishing its fifth report on the quality and use of data; ESMA report shows increased data
use across EU and first effects of reporting burden reduction efforts; This edition has further
expanded the scope of the datasets covered to include ESEF and short-selling data. As shown in this
report and its previous editions, data quality and data use go hand in hand, and one supports the other
in a virtuous manner.

e The document presents concrete cases on data use ranging from market monitoring to
supervision, enforcement and policy making. A recent example includes how ESMA reutilises
existing data to support reporting burden reduction (i.e. use of MIFIR transaction data to
perform the transparency and volume cap calculations).

e Thereport highlights ESMA's Data Platform and ongoing improvements to data quality
frameworks as key advancements in tools and technology for data quality.

e In addition, it contains other advances as:

o the data quality developments for datasets as the EMIR REFIT go-live,

o the successful outcome of a newly implemented data quality framework on short-
selling data,

o the implementation of first steps in improving the accessibility and use of ESEF data
by NCAs.

e This edition also gives an overview of the sanctions imposed by the NCAs on reporting
obligations, showcasing another tool that can be used as part of their supervisory and
enforcement toolkit.

e Onthe one hand, Section 3 showcases a clear trend of increase in the data use by
authorities. Data continues to support the day-to-day activities of financial regulators, and it
remains essential for the achievement of the core mandates of different authorities, namely
financial stability, orderly markets, and market integrity.

e The section covers the main use cases, including references to specific projects and
publications, such as: (i) use of aggregated data to identify emerging trends and risks either
at EU, national or sectoral level and make such analysis public; (ii) use of granular data to
investigate a specific event or entity's behaviour; (iii) sharing of data between authorities to
support specific projects, based on bilateral agreements or existing regulatory provisions.

e While there is a continuous need for more and better data (in terms of availability, quality or
granularity, etc), policy makers have to consider it from the perspective of simplifying and
reducing the reporting burden in general, but also in the financial sector. One example in this
sense is ESMA's work on a proof-of-concept (PoC) on how MiFIR transaction data could be
used to perform the transparency and volume cap calculations. The successful outcome of
the exercise allows ESMA to discontinue in 2025 the two separate data reporting flows
supporting these calculations.

e Onthe other hand, Section 4 focuses on data quality key developments. The section firstly
highlights the main achievements on the tools and technology supporting the data quality
work. The quality and availability of data which fuels more, and diverse uses is supported by
the ongoing technological improvements (either on ESMA's or regulators’ side). In 2024,
ESMA finalised the migration of all datasets to its recently implemented big data platform,
allowing its experts to have access to cutting-edge tools and state-of-the-art capacity (in
terms of speed and size) to perform data quality work and analytics.

e Further expanding the uses of the big data platform, 2024 marked another major milestone
for the cooperation between ESMA and NCAs with the go-live of the ESMA Data Platform
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(EDP) - SHARE environment where users from 30 NCAs and the two other ESA have been
onboarded and have access to pre-defined data analytics, regulatory data and codes to
support their data monitoring or supervisory objectives. Another important tool facilitating
the supervisory data quality work of ESMA and NCAs are the DQEFs. ESMA and NCAs have
further improved and streamlined some of the existing DQEFs (e.g. by introducing the risk-
based approach) and issued new DQEFs (MiFIR transaction and short-selling DQEFs).

e Section 4 includes also details on the specific data quality developments of the datasets
covered in the report. 2024 was especially marked by the EMIR REFIT go-live which brought a
wide variety of changes to reporting with impact to both the reporting counterparties and the
TRs.

e While immediately after the go-live the rejection rates (which show the level of readiness of
the counterparties’ data submissions to comply to the new requirements) were high and
upgrade rates (number of outstanding transactions that needed to be updated to the new
format) were low, they showed significant improvements shortly after. Overall, ESMA has a
positive assessment of the go-live, while noticing the different level of preparedness of
reporting entities but also of TRs.

e In addition, the levels of EMIR and SFTR DQIs show slight improvements but remain well
above the agreed thresholds, highlighting the need for further engagement with the relevant
reporting entities and TRs to carry out the relevant corrective actions. With regards to MiFIR
transaction data, while the PoC exercise (mentioned above) demonstrated a good level of
data quality, ESMA and NCAs implemented a new dedicated risk-based approach DQEF to
address the most critical data quality issues identified during the PoC. For Funds, in 2024
ESMA notably amended the existing DQEF to include the risk-based approach which has
reduced the number of potential warnings identified.

e Despite this, the share of warnings actively addressed remains low, in line with the previous
data quality cycles. Part of this is related to the fact that one NCA is still in the process of
following up with the reporting managers and further improvements can be expected.
Following this first run of the updated DQEF, ESMA and NCAs will continue to engage for
reducing the unaddressed corrections and assess the need to further enhance the
framework, including redefining the tests generating large number of false positives.

e On Securitisation, ESEF and Short-Selling, the data quality work is more recent than for the
above-mentioned datasets. Despite that, due to technological support and experts
experience, the impact of these first efforts is notable. This edition of the report includes for
the first time an overview on sanctions imposed by the NCAs on reporting obligations, as to
show case another impactful tool that NCAs have as part of their supervisory and
enforcement toolkit (Section 6).

e The renewed political focus on the Capital Markets Union (CMU) — via the broader Savings
and Investments Union (SIU) —, the rapid adoption of generative Al across financial markets,
the push towards simplification and the burden reduction, and the resource constrained
environment are expected to shape ESMA's data work in the foreseeable future. This new
paradigm will lead ESMA to update its Data Strategy 2023-2028 so as to ensure it remains
best suited to deliver on all of its objectives, and continued access to usable data of
sufficient quality by ESMA and its stakeholders will be key to achieving them. Main focus will
be on the most efficient use of available data and resources. This includes leveraging
technological innovations, such as generative Al, as well as exploring new ways to reuse
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existing data to reduce duplicative reporting and simplify the regulatory and supervisory
reporting landscape, ultimately reducing the reporting burden to the industry.

o Next steps

e The guidelines will be translated into all EU languages and published on ESMA's website and
will start applying three months after that date. However, ESMA recommends that NCAs
already start implementing the principles included in the guidelines whilst waiting for the
translations.

e Within two months of the date of publication of the guidelines on ESMA's website in all EU
official languages, NCAs to which these guidelines apply must notify ESMA whether they (i)
comply, (ii) do not comply, but intend to comply, or (iii) do not comply and do not intend to
comply with the guidelines.

e MiFIR introduced pre- and post-trade transparency requirements for equities, bonds,
structured finance products, emission allowances and derivatives. MiFIR foresees some
exemptions to those rules and empowers competent authorities to waive pre-trade
transparency under specific conditions.

o Some transactions also benefit from a deferred post-trade publication. In this context,
ESMA collects MIFIR transparency data through direct submission by trading venues
and APAs from all over Europe and supports competent authorities in their work
through multiple publications. With the decision to enable the use of MiFIR
transaction data for the purposes of Transparency and Volume Cap calculations (see
Section 3.2.2), ESMA and NCAs implemented a dedicated DQEF to address the most
critical data quality issues in the data.

o Theaimis to launch the DQEF during H12025 to enable NCAs and reporting firms to
address most critical data quality issues prior to the go-live of the new Transparency
and Volume Cap calculation system and thus minimize the risks of inaccurate results
stemming from such issues.

o NCAs and ESMA will begin liaising with ARMs, investment firms, and trading venues
following the risk-based approach with predefined thresholds as defined in the DQEF.

ESMA Final Report on technical standards specifying the criteria for establishing and assessing the
effectiveness of investment firms' order execution policies; On 10 April 2025, the European Securities
and Markets Authority published a Final Report on the technical standards specifying the criteria for
establishing and assessing the effectiveness of investment firms’ order execution policies.

e On 10 April, the European Securities and Markets Authority published a final report in relation
to the draft RTS specifying criteria for establishing and assessing the effectiveness of
investment firms’ order execution policies, accounting for whether the orders are executed
on behalf of retail or professional clients.

e Thereportis accompanied by a press release. ESMA's mandate for developing the new RTS
was included as part of the changes made to best execution requirements following the EU
MIFID Il/MiFIR review. During the review, areas for improvement were identified including
insufficiently documented and demonstrated satisfaction of best execution processes. In
addition, feedback from competent authorities and other stakeholders evidenced that further
clarification of order execution policy requirements would be helpful.
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e The final report confirms that in certain areas, ESMA's proposed approach has been modified
in light of feedback received. Key changes include:

(i) simplifying the categorisation of classes of instruments in light of feedback that the
original approach was overly granular;

i more specific requirements for firms using a single execution venue;,
i) additional proportionality requirements;
) further detail on firms executing client orders by dealing on own account;
V) redrafting provisions to ensure that references to consolidated tape data are not

interpreted as a de facto mandatory consumption requirements (as firms may use other
data sources for the purposes of best execution).

e Directive (EU) 2024/790 which amended MiFID II') was published in the Official Journal of the
EU on 8 March 2024.

@)

Article 1(4)(e) of the Directive inserted a new paragraph 27(10) into MiFID Il requiring
that ESMA develop regulatory technical standards on the criteria for establishing and
assessing the effectiveness of investment firms’ order execution policies.

e The objective of the draft RTS is to provide clarity and to harmonise the requirements related
to the criteria which firms are obliged to take into account when they establish and assess
their order execution policies.

@)

@)

More specifically, the draft RTS specifies the requirements to ensure that firms’ order
execution policies and the related order execution arrangements are effective and
allow the firm to achieve the best possible result in the execution of client orders.
This also enables firms to clearly demonstrate to Member State competent
authorities their compliance with the relevant MiFID Il best execution requirements.
From a broader perspective, the draft RTS also seeks to enhance the execution
quality for clients and contribute to ensuring appropriate investor protection under
MiFID II.

On 16 July 2024, ESMA issued a consultation setting out draft RTS. The consultation
closed on 16 October 2024.

Final Report; In the Final Report ESMA comments on the feedback it received to its consultation and
sets out the final draft RTS (Annex Il of the Final Report).

e Thedraft RTS includes requirements on:

@)

@)
@)

The establishment of an investment firm’s order execution policy; this includes the
classification of financial instruments in which firms execute client orders and the
selection of venues for the order execution policy.

The investment firm’'s procedures and criteria to monitor and regularly assess the
effectiveness of its order execution arrangements and order execution policy.

The investment firm’'s execution of client orders through own account dealing.

An investment firm should deal with specific client instructions.

e Thedraft RTS will apply 18 months after entry into force.
e When commenting on the feedback received to its consultation ESMA makes certain points
regarding the draft RTS including:
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o ESMA has observed that the possible use of one venue for client order execution is
an existing market practice adopted by some firms. ESMA has in contrast to its
consultation proposal addressed this issue more specifically in the draft RTS'
requirements for the initial selection of execution venues for the order execution
policy. A firm selecting only one venue to execute client orders (for a given class of
financial instruments or all client orders) is obliged to set out in its order execution
policy how this selected single venue ensures obtaining the best possible result for
clients. The draft RTS also requires a firm to control in its assessment of the
effectiveness of the order execution policy whether the chosen single execution
venue obtains consistently the best possible result for clients.

o To clarify the requirements for firms executing client orders by dealing on own
account, ESMA has amended several points of the draft RTS in comparison to the
provisions proposed in the consultation. For example, in response to stakeholders’
replies, ESMA has amended the requirement for a firm to set out in its execution
policy how it ensures the fairness of the price when executing client orders in over-
the-counter products.

o ESMA clarifies that the draft RTS sets out requirements for the internal order
execution policy and processes. It does not set out provisions for disclosures to
clients. In contrast, Article 66 of Commission Delegated Regulation (EU) 2017/565
sets out what information on the order execution policy firms shall provide to clients,
and ESMA does not intend to suggest any change to Article 66 as a result of the draft
RTS.

Next steps; The draft RTS have been submitted to the European Commission for adoption.

e The Commission shall decide whether to adopt the draft RTS within three months.
e ESMA has submitted the final report to the European Commission, which now has three
months to decide whether to adopt the RTS.

ESMA Final Report on technical standards specifying the criteria for establishing and assessing the
effectiveness of investment firms’ order execution policies; On 10 April 2025, the European Securities
and Markets Authority published a Final Report on the technical standards specifying the criteria for
establishing and assessing the effectiveness of investment firms’ order execution policies.

e On 10 April, the European Securities and Markets Authority published a final report in relation
to the draft RTS specifying criteria for establishing and assessing the effectiveness of
investment firms’ order execution policies, accounting for whether the orders are executed
on behalf of retail or professional clients.

e Thereportis accompanied by a press release. ESMA's mandate for developing the new RTS
was included as part of the changes made to best execution requirements following the EU
MIFID Il/MiFIR review. During the review, areas for improvement were identified including
insufficiently documented and demonstrated satisfaction of best execution processes. In
addition, feedback from competent authorities and other stakeholders evidenced that further
clarification of order execution policy requirements would be helpful.
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e The final report confirms that in certain areas, ESMA's proposed approach has been modified
in light of feedback received. Key changes include:

(vi) simplifying the categorisation of classes of instruments in light of feedback that the
original approach was overly granular,
Vii) more specific requirements for firms using a single execution venue;,

iX) further detail on firms executing client orders by dealing on own account;

(
(viii)  additional proportionality requirements;
(
(

X) redrafting provisions to ensure that references to consolidated tape data are not
interpreted as a de facto mandatory consumption requirements (as firms may use other
data sources for the purposes of best execution).

e Directive (EU) 2024/790 which amended MiFID II') was published in the Official Journal of the
EU on 8 March 2024.

@)

Article 1(4)(e) of the Directive inserted a new paragraph 27(10) into MiFID Il requiring
that ESMA develop regulatory technical standards on the criteria for establishing and
assessing the effectiveness of investment firms’ order execution policies.

e The objective of the draft RTS is to provide clarity and to harmonise the requirements related
to the criteria which firms are obliged to take into account when they establish and assess
their order execution policies.

@)

@)

More specifically, the draft RTS specifies the requirements to ensure that firms’ order
execution policies and the related order execution arrangements are effective and
allow the firm to achieve the best possible result in the execution of client orders.
This also enables firms to clearly demonstrate to Member State competent
authorities their compliance with the relevant MiFID Il best execution requirements.
From a broader perspective, the draft RTS also seeks to enhance the execution
quality for clients and contribute to ensuring appropriate investor protection under
MiFID II.

On 16 July 2024, ESMA issued a consultation setting out draft RTS. The consultation
closed on 16 October 2024.

Final Report; In the Final Report ESMA comments on the feedback it received to its consultation and
sets out the final draft RTS (Annex Il of the Final Report).

e Thedraft RTS includes requirements on:

@)

@)
@)

The establishment of an investment firm’s order execution policy; this includes the
classification of financial instruments in which firms execute client orders and the
selection of venues for the order execution policy.

The investment firm’'s procedures and criteria to monitor and regularly assess the
effectiveness of its order execution arrangements and order execution policy.

The investment firm’'s execution of client orders through own account dealing.

An investment firm should deal with specific client instructions.

e Thedraft RTS will apply 18 months after entry into force.
e When commenting on the feedback received to its consultation ESMA makes certain points
regarding the draft RTS including:
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o ESMA has observed that the possible use of one venue for client order execution is
an existing market practice adopted by some firms. ESMA has in contrast to its
consultation proposal addressed this issue more specifically in the draft RTS'
requirements for the initial selection of execution venues for the order execution
policy. A firm selecting only one venue to execute client orders (for a given class of
financial instruments or all client orders) is obliged to set out in its order execution
policy how this selected single venue ensures obtaining the best possible result for
clients. The draft RTS also requires a firm to control in its assessment of the
effectiveness of the order execution policy whether the chosen single execution
venue obtains consistently the best possible result for clients.

o To clarify the requirements for firms executing client orders by dealing on own
account, ESMA has amended several points of the draft RTS in comparison to the
provisions proposed in the consultation. For example, in response to stakeholders’
replies, ESMA has amended the requirement for a firm to set out in its execution
policy how it ensures the fairness of the price when executing client orders in over-
the-counter products.

o ESMA clarifies that the draft RTS sets out requirements for the internal order
execution policy and processes. It does not set out provisions for disclosures to
clients. In contrast, Article 66 of Commission Delegated Regulation (EU) 2017/565
sets out what information on the order execution policy firms shall provide to clients,
and ESMA does not intend to suggest any change to Article 66 as a result of the draft
RTS.

Next steps; The draft RTS have been submitted to the European Commission for adoption.

e The Commission shall decide whether to adopt the draft RTS within three months.
e ESMA has submitted the final report to the European Commission, which now has three
months to decide whether to adopt the RTS.

ESMA publishes annual transparency calculations for non-equity instruments and bond liquidity
data; On 30 April 2025, the ESMA published the results of the annual transparency calculations for
non-equity instruments and new quarterly liquidity assessment of bonds under MiFID Il and MiFIR.
The results of the annual transparency calculations for non-equity instruments will apply from 2
June 2025. The transparency requirements for bonds deemed liquid will apply from 19 May 2025 to
17 August 2025.

e published the results of the annual transparency calculations for non-equity instruments and
new quarterly liguidity assessment of bonds under MiIFID Il and MiFIR.

e Asindicated in ESMA's public statement of 27 March 2024, the quarterly liquidity
assessment of bonds as well as the data for the quarterly systematic internalisers will
continue to be published by ESMA. Further details are provided in the relevant webpages of
the calculations.

e Annual transparency calculations for non-equity instruments
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e Theresults of the annual transparency calculations for non-equity instruments will apply
from 2 June 2025. The calculations include the liquidity assessment and the determination
of the pre- and post-trade size specific to the instruments and large in scale thresholds.

e Theresults for the liquid and illiquid sub-classes will be published in XML format from 30
April 2025 (here) and related instructions on their download can be found in the
Transparency System downloading instructions. The results at ISIN level will be available
through the Financial Instruments Transparency System (FITRS) in the XML files also from
30 April 2025 (see here) and through the Register web interface (see here).

e Thetransparency requirements based on the results of the annual transparency calculations
for non-equity instruments apply from 2 June 2025 until 31 May 2026.

e Bonds quarterly liquidity assessment

e ESMA has published the latest quarterly liquidity assessment for bonds available for trading
on EU trading venues. For this period, there are currently 1,371 liquid bonds subject to MiFID
[l transparency requirements. The transparency requirements for bonds deemed liquid will
apply from 19 May 2025 to 17 August 2025.

e Theresults at ISIN level are available through the Financial Instruments Transparency
System (FITRS) in the XML files from 30 April 2025 (see here) and through the Register web
interface (see here).

o ESMA is also publishing two completeness indicators related to bond liquidity data.

e ESMA updates the bond market liquidity assessments quarterly. However, additional data
and corrections submitted to ESMA may result in further updates within each quarter,
published in the FITRS, which shall be applicable the day following publication.

Joint trade associations letter to ESMA on MiFIR transaction reporting; Friday 25April2025.pdf

e Ms. Natasha Cazenave European Securities and Markets Authority
e CC Chair of ESMA Proportionality and Coordination Committee
e Chair of ESMA Data Standing Committee

Tanya Panova, Dear Ms. Cazenave,
Ref: MiFID/R Review — ESMA consultation on transaction reporting

e We are writing to you regarding ESMA's ongoing consultation for an updated set of regulatory
technical standards ("RTS") on transaction reporting obligations.

e We wanted to thank ESMA, as well as the Commission, for their engagement on this
important topic and for your staff's openness to receiving additional feedback and evidence
which might inform ESMA's final report. However, we also think that this is an issue that
transcends the details of the consultation and rather merits a more holistic reflection from
ESMA in the context of considering measures to reduce reporting burdens. We are therefore
also copying the Chairs of ESMA's relevant Standing Committees.

e The Associations have been greatly encouraged by the Commission's communications on
the need to improve the competitiveness of European markets and firms and the associated
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need for regulatory simplification and burden reduction. We fully support the Commission’s
aim to reduce the reporting burden on firms by 25% (and on SMEs by 35%).
We believe that it has been well established that regulatory reporting is one of the most
significant sources of burden on investment firms, and consequently also offers one of the
most fertile areas in which burden can be reduced.
The MIFIR Review focused on transparency and the consolidated tapes. Significant changes
to transaction reporting were not contemplated in the final revised text of MiFIR Article 26,
beyond modifying the scope of OTC derivatives (to mirror changes made to the scope of
transparency) and a future objective to examine the feasibility of more integration and
streamlining across reporting regimes.
Despite this, ESMA's proposal for an updated RTS specifies a total of 119 reportable fields,
compared to the currently required 65 fields. Additionally, 32 of these fields require reporting
for each buyer or seller involved in the transaction.
The Associations understand that the rationale for adding the majority of these fields is
twofold: firstly, that the scope of reporting under MiFIR Article 26 has been increased and
secondly to achieve greater alignment with EMIR.
However, we do not agree that there has been an increase in the scope of MiFIR Article 26.
The scope of Article 26 reporting has indeed changed, and certain instruments that
previously would not have been reported as they were neither traded on a trading venue
("TOTV”) nor had their underlying traded on a trading venue (“uTOTV") will now be reported
under the new regime. In spite of this, the product types captured by the new regime have
significant overlap with the products already captured by the regime prior to the review of
MiFIR and therefore would most certainly have already been reported.
In respect of alignment with EMIR, the Associations strongly believe that achieving this aim
through the duplicative reporting of data across both regimes is inconsistent with the aim of
simplification and burden reduction. Moreover, it seems to contradict the ESMA mandate to
issue a report by March 2028 assessing how duplicative reporting across MiFIR, EMIR and
SFTR can be reduced.
An increased number of reportable fields have also been added to deliver on other
supervisory objectives beyond the traditional Article 26 reporting objective of detecting and
preventing market abuse. These additional fields are not required pursuant to the revised
level 1 rules, would add further complexity and burden to firms’ operations, and would
ultimately defeat the overall objective of greater simplification across the EU.
It is important to note that an increase in reportable fields of the magnitude proposed
significantly increases the burden for investment firms by creating material implementation
costs (i.e. technical analysis, modification of systems and reintegration with reporting
repositories) and by adding to the operational costs of reporting by up to twice the amount of
previously required data (including data integrity and verification checks on the additional
data).
All of the above outcomes seem manifestly counter to the wider objective of the
simplification and burden reduction agenda. The Associations believe that there is an
opportunity to carry out a wider assessment of how the burden imposed by both MiFIR and
EMIR transaction reporting, and indeed other reporting regimes, can be reduced.
To that end, we urge the Commission and ESMA to pause any material changes to RTS 22 in
respect of the content to be reported (limiting changes only to what is effectively and strictly
required by the new level 1), while such assessment is undertaken and a meaningful, holistic
exercise and costs/benefit analysis is carried out.
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As part of that review, the Associations recommend looking at both a medium and a longer
term horizon, with areas of potentially improvement set out in the appendix to this letter.

We also set out in the Appendix to this letter our detailed views on the topics outlined above,
including a list of ESMA's proposed changes to RTS 22 that would materially add to
investment firms' regulatory reporting burden, without commensurate benefit, and that, as a
consequence, we recommend are discarded.

We urge ESMA to grasp the opportunity to be ambitious in how regulatory reporting is
shaped in the future, and to resist the addition of more reporting burden at this stage, only to
have to consider how to remove it in future.

We would very much welcome the opportunity to further exchange views with you and your
team on this subject, including to clarify any further queries.

Yours sincerely,

Appendix

Suggestions for a more proportionate and balanced approach to transaction reporting

We set out below the joint Associations views for a more proportionate and balanced
approach to transaction reporting, including recommendations for potential improvements in
the medium and long term.

We also include a detailed list of ESMA's proposed changes to RTS 22 that would materially
add to investment firms’ regulatory reporting burden, without commensurate benefits.

Scope of MiFIR transaction reporting

We do not recognise the assessment of an increase to the scope of MiFIR Article 26 as
correct. The scope of Article 26 reporting has certainly changed, and certain instruments
that previously would not have been reported as they were neither traded on a trading venue
(“TOTV") nor have its underlying traded on a trading venue (“uTOTV") will now be reported
under Article 26(2)(d).

However, the product types captured by Article 26(2)(d) have significant overlap with the
original Articles 26(2)(a), (b) and (c), and therefore Article 26(2)(d) instruments will most
certainly have previously been effectively reported.

Medium and long term recommendations

The Associations wish to propose a set of medium and long term horizon recommendations
that would aim at achieving material improvements to the existing framework.
Areas to be examined in the medium term could include:

a) Areview of the purposes of the various reporting regimes (market abuse, public

transparency, systemic risk) versus how well the scope of products reported, and the fields
reported for each product, support those purposes. For example:
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o While the notion and possibility of market abuse involving fungible securities is evident, it is
far from clear how market abuse could apply to OTC derivatives that do not have a finite
underlying supply, such as interest rate swaps

. To the extent that a product should be reported whether fields required for other products
(such as chain identifier) are equally necessary for that product. The Associations believe
that too often, requirements legitimately necessary for one product or asset class are
transposed unnecessarily to other products or asset classes.

b) Machine readability and semantic accuracy (‘requirements as code”)

c) Duplication of data reported under MiFIR and EMIR (and potentially other regimes such as
REMIT and SFTR)

d) How data reported for one regime could be shared with other regimes

We note that questions relating to duplication and data sharing are also posed in the current
Commission targeted consultation on the functioning of commaodity derivatives markets and certain
aspects relating to spot energy markets.

Areas to be examined in the longer term could include:

a) Article 26 (5) for TVs to report in the shoes of non-MiFID firms

b) Whether MiFIR reporting for derivatives could be deprecated, and the delta of MiFIR fields not
currently reported under EMIR instead be added to that regime

c) The feasibility of a common dataset, to be reported once across multiple reporting regimes.

Changes that would materially add to investment firms’ regulatory reporting burden

a) Proposed adoption of JSON format: No benefit is anticipated; investment firms have already
incurred considerable costs to comply with the current data format.
b) Transparency calculations (Fields 43a, 47b, 47¢c, 56a, 61):

o Additional burden to approximately 6,000 investment firms that will have to report those
fields due to the discontinuation of the respective obligation that currently exists for trading
venues and APAs (approximately 300 firms in total)

. Field 61 (waiver indicator) was removed from Article 26 and its proposed reintroduction via
level 2 would contravene the current legal mandate

. Fields 43a, 47b, 47c and 56a can be derived from the CFI (field 43)

o Field 27a (chain identifier, required to identify the multiple reports of the same execution,

which would not be needed if data were pulled from the quantitative transparency reporting)
would be introducing a new and complex data workflow between market participants that is
yet to be analysed and proven to be technically feasible

¢) Concerns with identifiers:

. Field N. 3-TVTIC (Trading Venue Transaction Identification Code):
o For EEA venues: A standard syntax (structure) for TVTICs could be useful to address the
current issues with the dissemination of TVTIC by trading venues. The expansion to
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d)

negotiated trades that is proposed in the Consultation Paper would amplify the existing
challenges and data quality issues.

o Fornon-EEA venues: They should not be required or expected to provide a TVTIC given
the lack of ESMA's power to supervise third country venues and take any necessary
enforcement actions. Additionally, a possible extension of the scope of TVTIV to apply to
non-EEA venues appear not to be covered by the revised MiFIR.

Field N. 3a - TIC (Transaction Identification Code) — This new id serves a very similar purpose

to the UTI. We object to introducing a new ID when potentially there are other identifiers

which can be utilised instead.

Field N. 7c - INTC Internal Code Identifier — Buyer: Code used to identify the different parts of

aggregated orders when fields 7, 7a or 7b are populated as INTC. This field should remain

internal only and not disseminated further.

Field N. 27 - 'Chain Identifier: New id intended to link a chain of transactions. As mentioned

above, this field appears to be required uniquely for the purpose of Equity transparency

calculations. But it would be complex to implement and manage. We believe it is neither
required by level 1 nor justified by any simplification / cost/benefit analysis. If it was required,
it would be complex to implement and maintain. Likely to lead to increased risk of late
reporting, when intermediaries do not provide the necessary information in a timely manner,
and increased costs of managing the process. It is unclear how third country/non-EEA
venues can be subject to this obligation.

UPI & ISIN — for OTC derivatives, preference is UPI only, as we struggle to understand how a

more fine-grained identifier is of any benefit and serve the high-level purpose of any

legislation.

Fields N. 41a and 47a - Digital Token Identifier (DTI): unclear on the need to differentiate

financial instruments that are issued on Distributed Ledger Technology (DLT) within the remit

of MiFIR. This is again not required in the level 1 text and seems to serve the purpose of
technology market analysis rather than market abuse. If the industry were to start reporting
all technological aspects of an instrument, trade or all pricing components, this would be an
endless list of reporting requirements, not serving the purpose of market abuse control.

Field specific concerns:

Free format fields — Where there are not strict formats for populating values within a field, i.e.
populate free format text, clear and detailed guidance is required. Without that, there will be
inconsistent reporting of the same values across the industry. Examples include ‘Name of
the underlying index’ field.

Field N. 15¢g - ‘Client Category": this field is not required in the level 1 and does not serve the
purpose of market abuse.. Client categorisation is a dynamic concept subject to frequent
changes, often by client request

Field N. 28b — ‘Effective date”: New field intended to identify the “date when the obligation
under the transaction in financial instruments becomes effective”. Not suitable for cash
equities.

FCA Feedback on Discussion Paper on Finance for Positive Sustainable Change
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e You may remember the FCA publishing this Discussion Paper in February 2023, which
explored how firms' sustainability related governance arrangements can help in driving
positive sustainable change.

e The FCA has now published a summary of the feedback received.

e [t's worth noting that the FCA are not introducing new rules, but note that the themes
discussed remain important when embedding sustainability considerations, and in order to
deliver value to consumers and support market integrity.

o Respondents noted the pivotal role that senior management and Boards play in
delivering and overseeing sustainability strategies. However, there were mixed views
on the effectiveness of "sustainability champions', with some respondents arguing
that they improve engagement and innovation, whilst others argued this could lead to
a risk of creating siloes and diluting accountability.

o There were mixed responses in relation to accountability and whether there would be
merit in setting new expectations on senior management responsibilities for a firm's
sustainability-related strategy. Those against setting new expectations consider
sustainability to be a matter embedded across business areas, rather than it being a
stand-alone area.

o Most respondents were in favour of linking remuneration and incentives to
sustainability-related objectives, although few thought rules would be a helpful way to
achieve this.

o Respondents generally felt that given the breadth of issues that fall under
sustainability, there will likely be gaps in knowledge, with implications for training and
competence.

Requlatory Outlook and Diary

Open Consultations - EVIA Responding

e FCA CP25_8: Data Decommissioning; Removing reporting and notification requirements; 16
April 2025 until 14 May 2025.pdf

e ESMA; MIFIR Review: Consultation Package 4 - transparency for derivatives, package orders
and input/output data for the derivatives consolidated tape; From 18/02/2025 to 19/05/2025

e EU Comm DG FISMA; Targeted Consultation on Integration of EU Capital Markets; by 10
June 2025

e AnnaDSB Annual Consultation Paper 2025/26: 30 April 2025 until 30 May 2025

e FCA; CP25_10:; Definition of capital for FCA investment firms; 30 April 2025 Until 12 June
2025.pdf

. FCA; dp25-1; Reqgulating cryptoasset activities; 02May2025.pdf & B FCA Discussion
Paper 25_1; Regulating cryptoasset activities; 02May2025.pdf

Other Relevant Open Consultations
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ESMA; Consultation on the Draft technical standards to further detail the new EMIR clearing
thresholds regime; From 08/04/2025 to 16/06/2025

Comments due on CFTC's requests for public comment on 24/7 trading in CETC regulated
markets, and on perpetual contracts in derivatives markets.

FCA; CP25/2: Further changes to the public offers and admissions to trading regime and the
UK Listing Rules

ESMA; Consultation on the draft technical advice concerning MAR and MiFID || SME GM
ESMA; Consultation on the Guidelines on Internal Controls for Benchmark Administrators,
Credit Rating Agencies

Consultation on the Guidelines on supplements which introduce new securities to a base
prospectus; From 18/02/2025 to 19/05/2025

Relevant Implementation Dates

Capital Markets

Q2 2025 - EMIR EU Active account requirement applies

Q2 2025 - ESMA to finalise fund liquidity RTS and guidelines under AIFMD ||

Q3 2025 - FCA to engage with industry on UK AIFMD review

Q3 2025 - Canada Transaction Reporting commences via DTCC (et al) on 25th July 2025
Q3 2025 -initial margin requirements apply to Non-CCP Cleared Derivatives around the
world

Q1 2026 - New bond and derivatives transparency rules to apply

Q1 2026 - Earliest date of initiation of selection process for Consolidated Tape for OTC
derivatives under MiFIR

Q3 2026 - New regulatory framework for commodity derivatives comes into force in the UK.
Q4 2026 - Termination of the SEC’'s de minimis phase-in thresholds for security-based swap
dealer registration. The phase-in termination date will be November 8, 2026, absent
Commission action.

Q1 2027 - SEC US Treasury clearing mandate goes into effect for eligible cash market
transactions

Q3 2027 - Introduction of a T+1 standard settlement cycle for securities trades in EU, UK,
Swiss

Q3 2027 — US Treasury clearing mandate goes into effect for eligible repo market
transactions.

Q2 2028 - The temporary recognition of UK CCPs (LME, ICE and LCH) under the EMIR 2.2
framework expires

Accessing Markets

Q2 2025 - EMIR 3.0 EU active account requirements start to apply
Q4 2025 - UK-Swiss MRA approaches final implementation

2025 - PRA updated policy on bank TCBs — following CP 11/24
January 2026/27 — CRD6 requirements for bank TCBs apply
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Operational Resilience

Q3 2025 - UK designation and oversight of CTPs

Q3 2025 - EU designation and oversight of CTPPs

2025 — PRA & FCA Consultation on cyber and ICT resilience

UK - Incident and third-party reporting no earlier than H1 2026

Q1 2027 - Expected global implementation of the Basel 3.1 standards.

Q2 2028 - The temporary recognition of UK CCPs (LME, ICE and LCH) under the EMIR 2.2
framework expires

Reinforcing Governance

Q3 2025 - SM&CR consultation

Q2 2025 - FCA to set out next steps for rules on non-financial misconduct
Q2 2025 - Revised FRC Stewardship Code to be published

Q4 2025 - EBA to transfer mandates, powers and resources to AMLA

Digital Innovation

e 2025-MiICAR national transitional periods
e Q22025- Al Act Code of Practice complete
e (Q32025- Al Act genAl provisions apply

ESMA publishes overview of planned consultations for 2025; On 13 March, ESMA published an
overview of its planned consultations for 2025.

e The consultations relate to workstreams under the EU Listing Act, the Markets in Financial
Instruments package, EMIR 3, the review of the Alternative Investment Fund Managers
Directive, sustainable finance and investor protection. ESMA states that it will update the list
regularly.

1. CSDR Review: RTS on settlement discipline and tools to improve settlement efficiency - Q1
2025 (published)

2. EMIR 3: RTS on the list of documents and criteria for initial authorisation and extension of
activities - Q1 2025 (published)

3. EMIR 3: RTS on the list of documents and criteria for significant changes to CCP risks
models - Q1 2025 (published)

4. Listing Act: Guidelines on product supplements - Q1 2025 (published)

5. MICA: Guidelines on criteria for the assessment of knowledge and competence - Q1 2025
(published)

6. Securitisation: Revision of the disclosure framework for private securitisation - Q1 2025
(published)

e the upcoming consultation papers and their publication timelines:
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1. MIiFID/R Review:
e Non-equity transparency (derivatives) - Q2 2025
2. EMIR3:
e RTS on simulation tools and transparency by CCPs and CMs - Q2 2025 .
RTS on client clearing fees and cost of clearing at different CCPs - Q2 2025
RTS on CCPs admission criteria - Q2 2025.
RTS on the clearing thresholds - Q2 2025
CCP requirements - Q3 2025
RTS on extension of interoperability links to derivatives - Q4 2025
e RTS on post trade risk reduction services - Q4 2025
3. FASTER Directive:
e RTS on methodology for the calculation of market capitalisation and market
capitalisation ratio - Q2 2025
4. Investor Protection:
o Joint EBA/ESMA Guidelines on the assessment of suitability of management bodies
and key function holders - Q2 2025
e Technical advice to the European Commission on investor protection topics - Q4
2025
5. Sustainable Finance:
e RTS on Green Bond Regulation - Q2 2025
e ESG rating regulation — RTS on registration, separation of business and
methodological disclosures for ESG Rating Providers - Q2 2025
6. Listing Act:
e [TSoninsider list - Q2 2025

e ESMA guidelines on the assessment by investment firms of research used - 2026
(tentative)
e Update to Guidelines on Prospectus Disclosure — 2026
9. AIFMD Review: Integrated reporting under AIFMD/UCITS review - Q2 2025

Latest edition of the UK Regulatory Initiatives Grid published; 14 April 2025; (The Forum is made up of
representatives of the Bank of England, the Competition & Markets Authority, the FCA, the Financial
Reporting Council, HM Treasury, the Information Commissioner’s Office, the Payment Systems
Regulator, the Prudential Regulation Authority & the Pensions Regulator.)

UK Reqgulatory Initiatives Grid April 2025.pdf & Note: April 2025 edition of the Regulatory Initiatives
Grid published; 14Apr2025.pdf

Likely there are three areas relevant to member firms as extracted below:

i.  Wholesale financial markets
a. Pension fund clearing exemption
b. Policy Statement on Fundamental Rules for Financial Market Infrastructures (FMIs)
c. Transfer the setting of firm-facing requirements in MiFIR that pertain to transaction
reporting to the FCA
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UK EMIR (Article 3, Intragroup Transactions)

Private Intermittent Securities & Capital Exchange System

Introduction of a T+1 standard settlement cycle for securities trades

PRA/FCA consultation & final framework on the treatment of bilateral margin
requirements under UK EMIR in relation to equity options

Review of the Short Selling Regulation

Repeal & replace of the requirements on central counterparties as set out in Titles Il
IV & V of the European Market Infrastructure Regulation (EMIR)

Wholesale Markets Review

j.
ii.  The 'Multi-sector’ section covers initiatives that span more than one sector. There are sector-
specific sections which cover:

SQ@ Mo a0 T

i.
J-
K

Anonymisation & Pseudonymisation Guidance

Consultation on Improving the Effectiveness of the Money Laundering Regulations
Definition of capital for MiFID investment firms

Proposed Revised FCA Investigation Publicity Policy and Enforcement Guide
Non-financial misconduct in financial services firms

Consultation Paper on updating outdated rules and guidance

Transforming data collection

Repeal and replacement of the (Delegated Regulation) Markets in Financial
Instruments Directive Organisational Regulation

Incident and Outsourcing and Third Party Reporting

Senior Managers and Certification Regime (SM&CR)

Remuneration Review

iii. Payments & cryptoassets

a. Financial services regulation of cryptoassets
b. Regulatory Requirements for new Cryptoasset regime
c. Consultations on rules for stablecoin regime
d. Review of Real-Time Gross Settlement (RTGS) and CHAPS settlement hours
e. Digital Pound
Took Effect Last Month
April 0T, India Go-live of India’s initial margin requirements non-centrally cleared OTC
2025 derivatives.
April 07, Japan Proposed implementation date for UPI and Delta under the revised
2025 Guideline on the JFSA reporting rules.

Forward Regulatory Calendar: Updated 07t May 2025 (updates highlighted)
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Q2 2025

EU

Deadline for the European Banking Authority to deliver technical
guidance to the European Commission to inform a potential delegated
act on the fees to be charged to financial and non-financial
counterparties requiring the validation of pro-forma IM models for
regulatory margin requirements under the European Market
Infrastructure Regulation (EMIR).

May 21,
2025

us

Comments due on CFTC's requests for public comment on 24/7
trading in CFTC regulated markets, and on perpetual contracts in
derivatives markets.

June 07,
2025

June 18,
2025

June 27,
2025

July 1,2025

us

Three-month calculation period begins under U.S. Prudential
Regulations to determine whether the daily average aggregate notional
amount of derivatives for an entity and its affiliates exceeds the USD 8
billion threshold for application or revocation of initial margin
requirements as of January 1, 2026.

The UK Government has committed to take forward secondary
legislation to ensure that the temporary exemption for pension scheme
arrangements from the clearing obligation under UK EMIR does not
expire on 18 June 2025 and will remove any further time limit on the
exemption.

Deadline to respond to CP5/25 — Margin requirements for non-
centrally cleared derivatives: Amendments to BTS 2016/2251.

us

The Basel Il endgame proposal has an effective date of July 1st, 2025,
accompanied by a 3-year phase-in period for the new ERBA RWAs that
starts at 80% of total RWA and phases in incrementally each year until
July 1st, 2028.

July 1,2025

July 1,2025

July 25,
2025

EU

The European Commission has adopted an implementing decision to
extend the equivalence of UK CCPs to June 30, 2028. This decision
applies from July 1, 2025, providing for a seamless transition from the
temporary recognition of UK CCPs under the EMIR 2.2 framework, and
ensuring continued access to those CCPs for the timeframe necessary
for measures in EMIR 3 to improve the attractiveness and
competitiveness of EU clearing markets.

Mandatory clearing of New Taiwan Dollar Interest Rate Swaps will be
effective from July 1, 2025.

Canada

Compliance date of the Canadian Securities Administrators (CSA) rule
amendments for over-the counter (OTC) derivatives trade reporting
(Amendments to Rule 91-507 Trade Repositories and Derivatives Data
Reporting, Companion Policy 91-507CR, Companion Policy 91-506CP,
CSA Derivatives Data Technical Manual).
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August 3T,
2025

South Korea

Except for the reporting of the Unique Product Identifier (UPI) for
commodity derivatives (see Coordinated Blanket Order 96-933).

Expiry of the FSS exemption from margin requirements for noncentrally
cleared equity options.
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September
01,2025

us

Australia

Canada

Hong Kong

Korea

Singapore

Japan

Brazil

Saudi Arabia

India

South Africa

Under CFTC rules only, initial margin requirements apply to covered swap
entities with material swaps exposure (average (month-end) aggregate
notional amount from March, April, and May 2025 exceeding USD 8 billion).

Australia: Initial margin requirements apply to Phase 6 APRA covered entities
with an average (month-end) aggregate notional amount from March, April,
and May 2025 exceeding AUD 12 billion.

Canada: Under both OSFI and AMF guidelines, initial margin requirements
apply to Phase 6 covered entities with average (month end) aggregate
average notional amount from March, April, and May 2025 exceeding CAD 12
billion.

Hong Kong: Initial margin and risk mitigation requirements apply to HKMA Als
and SFC LCs with an average (month-end) aggregate notional amount from
March, April, and May 2025 exceeding HKD 60 billion.

Korea: Initial margin requirements apply to financial institutions with
derivatives exceeding more than average (month-end) aggregate notional
amount of KRW 10 trillion based on calculation from March, April, and May
2025.

Singapore: Initial margin requirements apply to MAS covered entities with an
average (month-end) aggregate notional amount from March, April, and May
2025 exceeding SGD 13 hillion.

Japan: Initial margin requirements apply to JFSA covered entities with an
average (month-end) aggregate notional amount from March, April, and May
2025 exceeding JPY 1.1 trillion.

Brazil Initial margin requirements apply to financial institutions and other
entities authorized to operate by the Central Bank of Brazil which have an
average (daily) aggregate notional amount from March, April, and May 2025
exceeding BRL 25 billion.

Saudi Arabia: Initial margin requirements apply to covered entities belong to a
group whose average (month-end) aggregate notional amount of non-centrally
cleared derivatives from March, April, and May 2025 exceeds EUR 8 billion.

Initial Margin requirements apply to Domestic Covered Entities with an
average aggregate notional amount (AANA) of at least 360,000 crore and
Foreign Covered Entities with an AANA of at least USD 8 billion based on the
simple average of outstanding non-centrally cleared derivatives as at the end
of March, April and May of this year.

Initial margin requirements apply to a provider with average (month end)
aggregate notional amount from March, April, and May 2025 exceeding ZAR
8 trillion. (per amended rule pending finalization).
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September Indonesia Implementation of Indonesia initial margin and variation margin
01,2025 requirements for non-centrally cleared derivatives.
September EU Deadline for Member States to transpose the MIFID amendments
29,2025 published on March 8, 2024, into national law.
September EU ESMA shall submit draft regulatory technical standards to the
29,2025 European Commission with respect to the revised requirements for
transaction reporting and OTC derivatives transparency under MiFIR.
September Hong Kong | Finalized go-live of the updated HKMA and SFC OTC derivatives trade
29,2025 reporting regime.
September Deadline for development banks and corporates with average (month
30, 2025 end) aggregate notional amount from March, April, and May 2022 of
UDI 20 billion to comply with the margin requirements for uncleared
derivatives under Banco de México's Circular 2/2023.
October 27, | South Korea | Finalized go-live of UPI and CDE reporting (Phase 2)
2025
November EU The CRR 2 IMA reporting requirements for market risk will be
15,2025 applicable from November 15, 2025 in the EU.
Should the EU keep January 1, 2026 as the start date for FRTB, these
reporting requirements will apply for a very short period of time.
However should the EU delay further, IMA reporting will be live until the
start date for FRTB becomes effective.
December us Expiry of extension of relief concerning swap reporting requirements
01, 2025 of Part 45 and 46 of the CFTC's regulations, applicable to certain non-
US swap dealers (SD) and major swap participants (MSP) established
in Australia, Canada, the European Union, Japan, Switzerland and the
United Kingdom, that are not part of an affiliated group in which the
ultimate parent entity is a US SD, US MSP, US bank, US financial holding
company or US bank holding company. See CFTC Staff Letters No. 20-
37 and No. 22-14.
December New FCA rules on post trade transparency take effect.
01,2025
December EU Earliest date of initiation of selection process for Consolidated Tape for
29,2025 OTC derivatives under MiFIR
December Mexico Annual compliance date for entities and investment funds to comply
31, 2025 with the margin requirements for uncleared derivatives under Banco

de México's Circular 2/2023 if average (month-end) aggregate notional
amount exceeds UDI 20 billion from March, April, and May 2024.
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January 01, Australia Basel lll: Expected implementation of APRA FRTB and CVA risk (APS
2026 116 and APS 180) frameworks.
January 01, SilpleElolelf=l \\/ith regards to the final Basel Ill reforms in Singapore, the output floor
2026 transitional arrangement of 60% will commence from 1 January 2026.
January 01, Expiry of the suspension of the BMR rules allowing EU supervised
2026 entities to continue to use non-EU benchmarks.
January 01, EU Start date for the CRR Il FRTB framework in the EU — following the
2026 adoption of the market risk delegated act on 24 July 2024 by the
European Commission, and the end of the scrutiny period on 24
October 2024. with a consultation expected in March 2025.
The European Commission has published a consultation on 24 March
setting out three options to address level playing field concerns for EU
banks — implement the rules as planned on 1 January 2026, delay by
one year until the start of 2027, and/or apply a set of targeted
amendments for a three-year period.
January 01, S\WIivERCB Expiry of the two-year derogation from margin rules in respect of
2026 noncentrally cleared over-the-counter derivatives, which are single-
stock equity options or index options.
January 01, Under US Prudential Regulations only, initial margin requirements
2026 apply to covered swap entities with material swaps exposure (average
(daily) aggregate notional amount from June, July, and August 2025
exceeding USD 8 billion).
Initial margin requirements apply to counterparties with an average
EU (month
Switzerland | Initial margin requirements apply to counterparties whose average
(month-end) aggregate
Initial margin requirements apply to counterparties with an average
UK (month-end) aggregate notional amount from March, April, and May
2025 exceeding GBP 8 billion.
January 04, Expiry of the two-year derogation from margin rules in respect of
2026 noncentrally cleared over-the-counter derivatives, which are single-
stock equity options or index options.
January 04, Expiry of the two-year derogation from margin rules in respect of
2026 noncentrally cleared over-the-counter derivatives, which are single-

stock equity options or index options.

EMIR 3.0 (expected to enter into force in Q4 2024 will make the
exemption permanent).
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January 04, Expiry of the derogation from margin rules in respect of non-centrally
2026 cleared over-the counter derivatives, which are single-stock equity
options or index options
March T, us Three-month calculation period begins to determine whether the
2026 UK average aggregate notional amount of derivatives for an entity and its
EU affiliates exceeds the lowest threshold for application or revocation of
Switzerland | initial margin requirements as of the next relevant compliance date of
Australia either
Canada
Hong Kong | September 1, 2026, or January 1, 2027 (EU/UK/CHF) or December 31,
South Korea | 2027 (MX). In the US, this calculation period only applies under CFTC
Singapore regulations. In Mexico, it is only relevant to development banks and
Japan corporates. Brazil is daily and all others are month-end calculation for
Brazil March, April, and May average aggregate notional amount.
Saudi Arabia
Mexico
South Africa
India
June 01, EU Commodity dealers as defined under CCR, and which have been
2026 licensed as investment firms under MiFID 2/ MIFIR have to comply
with real capital/large exposures/liquidity regime under Investment
Firms Regulation (IFR) provisions on liquidity and IFR disclosure
provisions.
June 01, us Three-month calculation period begins under U.S. Prudential
2026 Regulations to determine whether the daily average aggregate notional
amount of derivatives for an entity and its affiliates exceeds the USD 8
billion threshold for application or revocation of initial margin
requirements as of January 1, 2027.
June 25, EU Member States shall transpose ‘EMIR’ Directive amending UCITS
2026 Directive, Investment Firm Directive and Capital Requirement Directive
as regards the treatment of concentration risk arising from exposures
towards CCPs.
July 06, 2026 New regulatory framework for commodity derivatives comes into

September 1,
2026

force in the UK.

Under CFTC rules only, initial margin requirements apply to covered
swap entities with material swaps exposure (average (month-end)
aggregate notional amount from March, April, and May 2026
exceeding USD 8 billion).

57




EVIA

European London
Venues & “_ ‘E ‘B / Energy
Intermediaries , A Brokers'
Association Association

Australia

Canada

Hong Kong

South Korea

Singapore

Japan

Brazil

Saudi Arabia

South Africa

India

Initial margin requirements apply to Phase 6 APRA covered entities
with an average (month- end) aggregate notional amount from March,
April, and May 2026 exceeding AUD 12 billion.

Under both OSFI and AMF guidelines, initial margin requirements apply
to Phase 6 covered entities with average (month-end) aggregate
average notional amount from March, April, and May 2026 exceeding
CAD 12 billion.

Initial margin and risk mitigation requirements apply to HKMA Als and
SFC LCs with an average (month-end) aggregate notional amount
from March, April, and May 2026 exceeding HKD 60 billion.

Initial margin requirements apply to financial institutions with
derivatives exceeding more than average (month-end) aggregate
notional amount of KRW 10 trillion based on calculation from March,
April, and May 2026.

Initial margin requirements apply to MAS covered entities with an
average (month-end) aggregate notional amount from March, April,
and May 2026 exceeding SGD 13 billion

Initial margin requirements apply to JFSA covered entities with an
average (month-end) aggregate notional amount from March, April,
and May 2026 exceeding JPY 1.1 trillion.

Initial margin requirements apply to financial institutions and other
entities authorized to operate by the Central Bank of Brazil which have
an average (daily) aggregate notional amount from March, April, and
May 2026 exceeding BRL 25 billion.

Initial margin requirements apply to a provider with average (month
end) aggregate notional amount from March, April, and May 2026
exceeding ZAR 8 trillion. (per amended rule pending finalization).

Initial margin requirements apply to covered entities belong to a group
whose average (month end) aggregate notional amount of
noncentrally cleared derivatives from March, April, and May 2026
exceeds EUR 8 billion.

Initial Margin requirements apply to Domestic Covered Entities with an
average aggregate notional amount (AANA) of at least 60,000 crore
and Foreign Covered Entities with an AANA of at least USD 8 billion
based on the simple average of outstanding non-centrally cleared
derivatives as at the end of March, April and May of this year.
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September T,
2026

November 8,
2026

December
31, 2026

December
31,2026

December
31,2026

December
31,2026

January 1,
2027

January 01,
2027

January 24,
2027

us

Mexico

Singapore

Variation Margin requirements for non-centrally cleared derivatives
apply to financial institutions that are regulated and supervised by the
National Financial Regulatory Administration ("NFRA") and its local
agencies, and also the asset management products issued by the
aforementioned institutions.

Termination of the SEC’s de minimis phase-in thresholds for security-
based swap dealer registration. The phase-in termination date will be
November 8, 2026, absent Commission action.

On this date, the de minimis threshold for credit default swaps will
become an aggregate gross notional amount of no more than $3
billion, and for security-based swaps that are not credit default swaps
the de minimis threshold will become an aggregate gross notional
amount of no more than $150 million. (See 87 Fed. Reg. 29986-29987
(May 17,2022)).

Expiry of the temporary Intragroup Exemption Regime (TIGER) from
clearing and margin requirements

Expiration of temporary CFTC relief regarding capital and financial
reporting for certain non-US nonbank swap dealers (See CFTC Staff
Letter No. 22-10 and CFTC Staff Letter No. 21-20) *relief would also
expire  upon the Commission's issuance of comparability
determinations for the jurisdictions in question.

Initial and variation margin requirements apply (or disapply) to
development banks and corporates with average (month-end)
aggregate notional amount from March, April, and May 2025 of UDI 20
billion per Banco de México's Circular 2/2023.

Treasury clearing mandate goes into effect for eligible cash market
transactions

Extension of Compliance Dates for Standards for Covered Clearing
Agencies for U.S. Treasury Securities and Application of the Broker-
Dealer Customer Protection Rule With Respect to U.S. Treasury
Securities

With regards to the final Basel Il reforms in Singapore, the output floor
transitional arrangement of 65% will commence from 1 January 2027.

Expected implementation of the Basel 3.1 standards.

Canadian Securities Administrators (CSA) jurisdictions issued
Coordinated Blanket Order 96-933 granting temporary exemptions
from reporting of the UPI for commodity derivatives under
Amendments to Rule 91-507 Trade Repositories and Derivatives Data
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Reporting. The Blanket Order is effective on July 25, 2025, the date that
derivatives data reporting amendments come into force.

All jurisdictions under CSA except for Ontario do not currently have an
expiry date. In Ontario, the Blanket Order currently expires on January
24,2027 due to statutory restrictions, and is able to be extended once
for an additional period of up to 18 months. CSA expects the Blanket
Order to be revoked in all jurisdictions at an appropriate time.

June 30, us Treasury clearing mandate goes into effect for eligible repo market
2027 transactions.
sec.gov/files/rules/final/2025/34-102487 .pdf
August 12, EU CCP R&R (Article 96): The Commission shall review this Regulation
2027 and its implementation and shall assess the effectiveness of the
governance arrangements for the recovery and resolution of CCPs in
the Union and submit a report thereon to the European Parliament and
to the Council, accompanied where appropriate by proposals for
revision of this Regulation.
January 1, SaleETolelf=M \\/ith regards to the final Basel Ill reforms in Singapore, the output floor
2028 transitional arrangement of 70% will commence from 1 January 2028.
January 1, SialeETolel=M \\/ith regards to the final Basel Ill reforms in Singapore, the output floor
2028 transitional arrangement of 70% will commence from 1 January 2028.
January 1, SialeETolel=M \\/ith regards to the final Basel Ill reforms in Singapore, the output floor
2028 transitional arrangement of 72.5% will commence from 1 January
2029,
January 1, China Initial Margin requirements for non-centrally cleared derivatives apply
2028 to financial institutions and their counterparties with an AANA of non-
centrally cleared derivatives exceeding RMB 500 billion for the end of
March, April, and May of the most recent year.
January 1, Initial Margin requirements for non-centrally cleared derivatives apply
2028 to financial institutions and their counterparties with an AANA of non-
centrally cleared derivatives exceeding RMB 300 billion for the end of
March, April, and May of the most recent year.
January 1, Initial Margin requirements for non-centrally cleared derivatives apply
2028 to financial institutions and their counterparties with an AANA of non-
centrally cleared derivatives exceeding RMB 60 billion for the end of
March, April, and May of the most recent year.
June 30, The temporary recognition of UK CCPs (LME, ICE and LCH) under the
2028 EMIR 2.2 framework expires. Unless further addressed, following this

date, EU firms could not have access to the UK CCPs and would need
to relocate their clearing activities to EU CCPs. Under EMIR 2.2, ESMA
has also performed its tiering assessment, with LME becoming a Tier
1 CCP whereas ICE and LCH are considered Tier 2 CCPs.

60



https://www.sec.gov/files/rules/final/2025/34-102487.pdf

European London
EVIA = | EBA =
Intermediaries Brokers'
Association Association

With regards to the final Basel Il reforms in Singapore, the output floor
transitional arrangement of 72.5% will commence from 1 January

Securities and Exchange Commission (SEC) extension of relief for
Regulation SBSR to allow a security-based swap dealer to report
security-based swaps in a manner consistent with the swap reporting
rules of the Commodity Futures Trading Commission (CFTC) until

January 1, gapore
2029
2029.
November us
5,2029

November 5, 2029.

See https:/www.sec.gov/files/rules/final/2025/34-102886.pdf

FMSB Publications

Standard for Client Onboarding Documentation and
Processes

Statement of Good Practice Front Office Supervision of
Wholesale Traded Markets

Standard for Client Onboarding Documentation and
Processes — Annexes

Statement of Good Practice on Governance of
sustainability-linked products

Statement of Good Practice for the Front Office
Supervision of Wholesale Traded Markets

Pre-hedging: case studies

Standard for Sharing of Standard Settlement
Instructions (SSls)

Statement of Good Practice for the application of a
model risk management framework to electronic trading

algorithms
Model Risk Management Framework for Algorithms

Standard for Client Onboarding: Documentation &
Processes

Compendium : Precious Metals Market Evolution

Conduct & Culture Ml

Data and Transparency in Precious Metals Markets
The 3 Lines Model: Risk Management Frameworks
Voluntary Carbon Markets: An Overview

Statement of Good Practice Trading Platform
Disclosures

Precious Metals Market Post-Trade
Behaviour-pattern Conduct Analysis (BCA)

Statement of
Good Practice
Statement of
Good Practice
Statement of
Good Practice
Statement of
Good Practice
Statement of
Good Practice
Case Studies
Statement of
Good Practice

Statement of
Good Practice

Statement of
Good Practice
Transparency
Draft

Spotlight Review
Statement of
Good Practice
Spotlight Review
Spotlight Review
Spotlight Review
Statement of
Good Practice
Spotlight Review
Spotlight Review

19 December 2024
07 January 2024

19 December 2024
17 December 2024

07 October 2024
26 July 2024
12 July 2024

22 April 2024

22 April 2024

28 February 2024
12 September 2023
24 July 2023

05 July 2023
08 June 2023
29 September 2022

28 June 2022

17 June 2022
30 May 2022
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https://fmsb.com/wp-content/uploads/2023/07/FMSB-Conduct-and-Culture-MI-Report-July-24-2023.pdf
https://fmsb.com/wp-content/uploads/2023/07/PM-Data-and-Transparency_FMSB-Spotlight-Review-12072023.pdf
https://fmsb.com/wp-content/uploads/2023/06/FMSB-Spotlight-Review-3-Lines-Model-and-Risk-Register.pdf
https://fmsb.com/wp-content/uploads/2022/09/Spotlight_Review_FINAL2.pdf
https://fmsb.com/wp-content/uploads/2022/06/FMSB_SGP_Draft_Trading_Platforms2_FINAL.pdf
https://fmsb.com/wp-content/uploads/2022/06/FMSB_SGP_Draft_Trading_Platforms2_FINAL.pdf
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Hybrid Working in FICC Markets
Annual Report 2022
Precious Metals Market Structure

Standard on use of Term SONIA reference rates
LIBOR Transition: Case Studies

Standard for the execution of Large Trades in FICC
markets

Measuring execution quality in FICC markets
Emerging Themes: Algorithmic Trading

Monitoring FICC markets and the impact of machine

learning
Conflicts of Interest Statement

Monitoring Written Communications

Capital Markets and Market Structure

LEBA

Spotlight Review
Annual Report
Spotlight Review
Statement of
Good Practice
Spotlight Review
Statement of
Good Practice
Spotlight Review
Spotlight Review

Spotlight Review

Statement of
Good Practice
Statement of
Good Practice

London
Energy
Brokers'

30 September 2021
02 June 2021
18 November 2021

28 July 2021
20 April 2021
06 May 2021

07 September 2020
23 April 2020

03 August 2020
14 October 2019

15 September 2017

The European Commission (EC) has issued its 2025 work programme, outlining ambitions to

‘boost competitiveness, enhance security, and bolster economic resilience’. This sits alongside
the Commission’s plan to simplify the regulatory burden on firms — and consequently “rekindle
productivity” = through its Competitiveness Compass and Omnibus initiatives.

e This focus on growth and competitiveness is beginning to impact EU regulators’
objectives and priorities. EIOPA for example has published its approach to simplifying
regulation and reducing administrative burdens for firms.

e And ESMA has committed to supporting the EC’s simplification agenda.

e The current geopolitical environment has put regulators on alert for associated potential

risks.

e The European Supervisory Authorities (ESAs) have published their Spring 2025 Joint
Committee update on risks and vulnerabilities in the financial system. They warn that
growing geopolitical tensions and rising cyber risks present significant challenges to
financial stability, and entities and supervisors should stand ready to adapt to adverse
developments. This has been accompanied by individual risk publications from the EBA,

ESMA and EIOPA.

ESMA reprioritisation of 2025 deliverables: ESMA has written to the EC to notify it that several of
its 2025 deliverables will be delayed as it has undertaken a reprioritisation exercise. This is due to
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several legislative file reviews needing to be carried out at the same time, and the need for ESMA
to prepare for implementing new responsibilities. This is a useful letter that firms will want to read
closely as it will help them prioritise their own regulatory change programmes and resources.

ESMA publishes package on liquidity management tools: ESMA has published draft RTS and final
guidelines for asset managers on liquidity management tools to complement the revised rules
under the AIFMD |l package that will take effect from April 2026. These follow on from ESMA's
July 2024 consultation and provide additional detail on the definition, activation and calibration of
liquidity management tools for UCITS and AlFs. The EC now has three months to decide whether
to adopt the RTS. ESMA will translate the guidelines after the EC adopts the draft RTS.

T+1 settlement: The EC has published a proposal to reduce the EU trade settlement cycle from
T+2 to T+1. The transition would take place on 11 October 2027 - this would be required from a
regulatory perspective by amending the Central Securities Depositories Regulation (CSDR). The
drivers behind the move are to increase settlement efficiency and to avoid diverging approaches
around the world, given the US has already moved to T+1. The intention is also to align the timing
of the transition with the UK and Switzerland - who are expected to transition on the same date.

MIFID Il / MiFIR Review: As part of the MiFIR Review, ESMA has published a final report with three
draft technical standards on:

e Switching from the double to single volume cap and transparency calculations (amending
RTS 3)

e A new qualitative regime for Systemic Internalisers - harmonising the notification content
and clarifying the notification procedure (a new ITS)

e Rules on circuit breakers and operational resilience for trading venues (RTS 7a), revised
due to the application of DORA.

Investment firms’ execution policies: Following consultation, ESMA has published a final report
with draft technical standards on how investment firms should establish and assess the
effectiveness their order execution policies. The standards provide more granular detail on firms’
policies, procedures and monitoring criteria, as well as circumstances where specific client
instructions need to be dealt with. ESMA has sent the standards to the Commission for adoption.

ESMA's fourth MiFIR Review consultation package: ESMA is asking for feedback on the amended
transparency regime for derivatives, amendments to the ‘package order RTS and a new RTS on
input/output data for the OTC derivatives consolidated tape provider (CTP).

EU consolidated tape for bonds: ESMA has clarified the timing around the consolidated tape (CT)
for bonds. It is intending to select a provider in July 2025 and then will start the authorisation
procedure. ESMA is expecting the Commission to adopt the relevant RTS shortly and encourages
market participants to use the draft RTS now to prepare for the launch of the CT.

ESMA advice to the Commission on investment research: Following consultation in October
2024, ESMA has published its technical advice to the Commission on amendments to the
investment research provisions in the MiFID Il Delegated Directive in the context of the EU Listing
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Act. The goal of the recommendations is to help revitalise the market for investment research
whilst balancing this objective with investor protection.

CSDR Refit: ESMA is consulting on amending the technical standards on settlement discipline.
Specifically, the proposals cover i) reduced timeframes for allocations and confirmations, ii) the
use of electronic, machine-readable allocations and confirmations according to international
standards, and iii) the implementation of hold and release and partial settlement by all central
securities depositories. ESMA is also seeking views on enhancing settlement efficiency.

Draft RTS on the supervision of central securities depositories: ESMA has published final reports
on draft RTSs on various items related to the supervision of central securities depositories,
including information that has to be shared with NCAs and ESMA.

ESMA consultations on EMIR 3: ESMA has issued a series of consultations under EMIR 3
including:

e Draft RTS on revised clearing thresholds

e Draft RTSs on the conditions and documentation required for authorisation and extension
of authorisation of CCPs

e Draft RTSs on the conditions and documentation required for changes of models and
parameter

Temporary equivalence extension for UK CCPs: The European Commission has extended its
temporary equivalence decision on UK legal and supervisory arrangements for CCPs allowing EU
clearing members and trading venues to use UK CCPs to clear until June 2028.

Securitisation Regulation: ESMA has launched a consultation on revising the disclosure
framework for private securitisations under the Securitisation Regulation (SECR). This proposes a
simplified disclosure template for private securitisations. ESMA plans submit the draft technical
standards to the EC for endorsement by Q2 2025.

ESMA Common Supervisory Action (CSA) on asset managers' compliance and internal audit
functions: ESMA has launched its latest CSA with EU National Competent Authorities. This CSA
will focus on the adequacy of compliance and internal audit functions of EU UCITS Man Cos and
AIFMs. ESMA will publish a report with the results of the exercise in 2026.
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| f derivati MNumber of Nl.ml;er o CPs under petiod o
Category Classes of deriati/es subcategories most rele/ant FUR 100 CPs th_sr_EUR
of subcategories billion per 100 billion
derivatizes Jear per jear
EUROTC | Fixed-to-float interest
IRD rate swaps 12 5 6 months 1 month
Forward rate
agreement 12 3 6 months 1 month
Overnight index swaps 12 3 6 months 1 month
Fixed-to-float interest
rate swaps 1 1 12 months 12 months
Forward rate
agreement 1 ] 12 months 12 months
ETD with an underlying
of 3 months interest
rate referenced in
Euribor 4 4 6 months 1 menth
ETD with an underlying
of 3 months interest
rate referenced in
€STR 4 4 12months 6 months

The UK's New Transparency Regime for Bonds; Key points from FCA Policy Statement on

improving transparency for bond markets; Policy Statement 24/14

The transparency scope continues to apply to all bonds traded on a UK trading venue
(TOTV).

However, going forward, instead of performing transparency calculations, the FCA will use a
set of features considered reliable proxies for a bond’s liquidity: these are (i) type of issuer
(sovereign or corporate); (ii) country of issuer; (iii) issuance size; (iv) time to maturity; (v)
currency of issuance; and (vi) credit rating (investment grade (IG) or high yield (HY)).
Consequently, the FCA will discontinue its transparency calculation system, Financial
Instruments Transparency System (FITRS).

Pre-trade transparency will only apply to trading venues in respect of the following trading
systems: continuous auction order books, quote-driven trading systems and periodic auction
trading systems.

Investment firms will no longer be subject to pre-trade transparency for trading bonds OTC.
Further, from 31 March 2025, ahead of the start of the new regime in December 2025, trading
venues will no longer need to apply pre-trade transparency to voice and RFQ trading and
systematic internalisers will no longer need to make public quotes.

For post-trade transparency, real time reporting means as soon as technically possible and
no later than 5 minutes from execution. Package transactions and portfolio trades have a
longer maximum real time reporting definition of 15 minutes, due to the potential for
operational complexities in reporting.

The FCA has recalibrated the transparency thresholds with three post-trade LIS thresholds
and deferral durations. For pre-trade, an LIS waiver for orders will be the same threshold as
the LIS threshold applicable to that instrument for post-trade deferrals.

The FCA will select the UK bond consolidated tape provider (CTP) in H1 2025. The new rules
start from 1 December 2025 and the CTP is expected to go live at some point thereafter,
most likely around October 2026.

65


https://wmbaleba-my.sharepoint.com/:b:/g/personal/amcdonald_evia_org_uk/ETTovQD4wIJDqFtJzZe18W0BbK56z4QfRhSWtQB27UIr1Q?e=RwLkdj
https://www.fca.org.uk/publication/policy/ps24-14.pdf

European London
Venues & Energy
Intermediaries Brokers'
Association Association

UK MIFR Resources:

Summary Note: FCA PS24 14 Policy Statement for Improving transparency for bond and
derivatives markets; 05Nov2024.pdf
il. FCA; PS24 14; Policy Statement for Improving transparency for bond and derivatives
markets; 05Nov2024.pdf
i. B3 FCA Bond Thresholds under Revised RTS2: 20Feb2025.xlsx
iv. EVIA Response to FCA CP23_32; Improving transparency for bond and derivatives
markets; 06 March 2024.pdf
V. ISDA—and—AFI\/IE—ResDonse—to—FCA—on—Transoarencv-of—Enforcement—Decisions‘Ddf
vi.  Bringing Transparency to the Post Trade Landscape; FCA Changes One Month Later;
09June2024.pdf
Vii. Note; FCA Stephen McGolderick Comments on Transparency Framework to EVIA Monday
Strateqgy Call; 17June2024.pdf

What:

The outcome we seek is more proportionate and better calibrated transparency for bond and
derivative markets, with requirements tailored to different asset classes and market structures. We
aim to deliver:

e Greater transparency, in terms of timeliness and content of the information, for those
financial instruments which would benefit most from increased disclosures, which will in turn
support market liquidity.

» Alower cost of complying with the transparency regime for trading venues and investment
firms. We also expect that by discontinuing FCA FITRS we will make a better use of our
resources.

* Adequate protection to market makers when providing liquidity to clients.

e Improved post-trade data will also support the creation of a CT for bonds in the UK. All of
which will contribute to a more resilient system that enables well-functioning markets in both
normal and stressed market conditions.

Measuring success
¢ We intend to undertake a formal post-implementation review of the effect of the new regime
based on the first 6 months of data after application of the new rules.
e This should provide enough evidence to assess the calibration of the new regime, and for
participants to have developed informed views, while enabling a timely policy reaction if
further refinement is needed.

How:

A Transparency Firm: a person who is either:

(1) atrading venue operator; or
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a. a UK operator of a trading venue; or
b. an overseas firm which operates a trading venue from an establishment in the UK.
(2) atransparency investment firm.
a. a MiFID investment firm, except a collective portfolio management investment firm,
or
b. athird country investment firm subject to GEN 2.2.22AR, who deals on own account
or executes orders on behalf of clients.

The transparency instruments to which this chapter applies are categorised as category 1 instruments
or category 2 instruments.

Category 1 instruments:

e bonds traded on UK trading venues;
e certain derivatives subject to the clearing obligation.

Category 2 instruments:

e emission allowances, Structured Finance Products, other debt securities such as exchange
traded commodities and exchange traded notes, and derivatives,
e and derivatives that are not in Category 1.

Transparency Regime Summary

Category Trading Venues Investment Firms
Category 1 and 2 Category 1T and 2
Pkr]e—trade f[ransparency applies depending on market No obligation
Pre-trade characteristics
Waivers available for Large in Scale (LIS) orders and
Order Management Systems
Minimum size of LIS orders set in the Handbook
Post-Trade Reporting Requirements
Category Trading Venues Investment Firms
Real-time reporting unless the trade is above the relevant
Category 1 [ LIS threshold. The size of LIS thresholds and the No obligation to report.

maximum length of the deferral are set in the Handbook.

Post-trade transparency set by the trading venue in line
with criteria set out in the rules.

Category 2 No obligation to report.

Category 2 instruments — trading venue operators only (FCA 2024/38;11.5.2 R)
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A trading venue operator may defer the publication of post-trade transparency information
relating to transactions in category 2 instruments where it considers such deferral to be
necessary for the purposes of achieving efficient price formation and fair evaluation of such
category 2 instruments.
A trading venue operator must have regard at least to the factors set out in MAR 11.3.4R(1)
to (5) in considering whether it would be necessary for the purposes of achieving efficient
price formation and the fair evaluation of category 2 instruments to:

a. defer the publication of post-trade transparency information and, if so, the duration of

such deferral; or

b. apply size thresholds to such transactions and, if so, what the thresholds should be.
A trading venue operator must establish, implement and maintain an internal process or
rules for determining the applicable deferral size thresholds, durations and type of post-trade
transparency information, the publication of which it will defer, under (1), in respect of
category 2 instruments.
A trading venue operator must publish in its rulebook the rules or processes it adopts to fulfil
(3) before it implements them.
A trading venue operator must promptly inform the FCA of any significant breaches of the
process or rules in (3) which give rise to a material risk of price distortions in, or unfair
valuations of, category 2 instruments.

MAR11.3.4,R

In determining the appropriate size thresholds and any other characteristics applicable to those
orders or actionable indications of interest in category 2 instruments for which it will not publish pre-
trade transparency information under MAR 11.3.3R(2), in compliance with the pre-trade

transparency requirement in MAR 11.2.1R, the trading venue operator must have regard to at least
the following factors:

1.

the level of liquidity in the category 2 instrument, including whether there are ready and
willing buyers and sellers on a continuous basis and the number, type and ratio of market
participants active in the particular category 2 instrument;

any other characteristics of the category 2 instrument, including the extent to which it is
traded in a standardised or frequent way and the average size of spreads, where available;
any disincentivising effect on those who wish to provide capital or otherwise to facilitate
larger trades in the category 2 instrument;

any negative effect on the fair and orderly trading of the category 2 instrument on the trading
venue operated by the trading venue operator; and

the nature and extent of public information that would assist firms to fulfil their best
execution obligations in COBS 11.2 to COBS 11.2B, including the MiFID Org Regulation.

MAR 11.3.5; G

The waivers in MAR 11.3.1R apply in respect of all transparency instruments regardless of size. MAR
11.3.2R contains the rules regarding size waivers for category 1 instruments and MAR 11.3.3R and
11.3.4R contain the rules regarding size waivers for category 2 instruments.
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MAR 11.3.6; R

A trading venue operator that is planning to use a waiver set out in MAR 11.3 must notify the FCA of
this in advance.

11.1.3 R; Exceptions
This chapter does not apply in respect of the following transactions:

(1) transactions listed in article 2(5) of MiFID RTS 22; or
(2) transactions where the counterparty is a relevant organisation, and where:

a) the transaction is entered into in the performance of monetary, foreign exchange and
financial stability policy which the relevant organisation is legally empowered to pursue;

b) FCA 2024/38 the relevant organisation has given prior notification to the transparency
firm that the transaction is exempt; and

c) the transaction is not entered into by the relevant organisation for the performance of an

investment operation connected with:

(i) the management of its own funds;

(ii) administrative purposes or for the staff of the member of the relevant organisation,
including in the capacity of administrator of a pension scheme for its staff; or

(iii) its investment portfolio pursuant to obligations under national law.

11.4.6 R&11.4.7 Gon RCB

e Atransparency firm must give access, on reasonable commercial terms and on a non-
discriminatory basis, to the arrangements they put in place for the publication of post-trade
transparency information.

e Trading venue operators and transparency investment firms which are systematic internalisers
should refer to MAR 9A for the FCA rules regarding access to trade data.
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SOVEREIGN AND OTHER PUBLIC BONDS
Issue DEFERRALS
Asset Class Issuer size Maturity Real-Time LIS 1 (1 Day) LIS 2 (2 Weeks) LIS 3 (3 Months)
Trades Volume Trades Volume Trades Volume Trades Volume
84% 12% 93% 40% 99% 1% 99% 1%
< 5years
<=£15m >£15m > £50m > £500m
France,
Germany, 5_<15 72% 12% 85% 31% 94% 1% 99% 1%
Sovereign Bonds Italy, 2 £2bn years
Spain <=£10m >£10m > £25m > £250m
UK, US
>15 81% 18% 88% 29% 99% 6% 94% 1%
years <=£15m >£15m > £50m > £500m
61% 6% 87% 29% 98% 71% 92% 6%
> £2bn
: <=£Im >£1im > £5m > £25m
MSov.e'relglr;an: All All
unicipal Bonds 74% 7% 82% 12% 93% 32% 73% 68%
<£2bn
<=£1m >£1m >£2.5m >£10m
TOTAL 75% 13% 88% 33% 99% 94% 94% 6%
CORPORATE BONDS
I DEFERRALS
ssue
Asset Class Currency size IG/HY Real-Time LIS 1 (1 Day) LIS 2(2Weeks) LIS 3 (3 Months)
Trades Volume Trades Volume Trades Volume Trades Volume
G 88% 27% 97% 50% 99% 71% 1% 29%
Corporate, GBP, > £500m <=£1m >£1m > £5m > £25m
Covered, EUR,USD HY 90% 55% 98% 82% 99% 99% 1% 1%
Convertible & <=£1m >£1m >£2.5m >£10m
Other Bonds All other instruments 76% 24% 97% 60% 99% 81% 1% 19%
<=£0.5m >£0.5m >£2.5m >£10m
TOTAL 84% 28% 97% 54% 99% 75% 1% 25%
ESMA Consultation Subject Consultation Status & Next Steps
A A Closes on 17 Jan 2025. Final Report expected
RTS 22 and RTS 24 (transaction data reporting Mar 2025 P P
and order book data) — for our overview, see the
October edition of Markets View
Order Execution Policies Closed. Final Report expected by 29 Dec 2024

Closed. Final Report expected Dec 2024 for
specific sections to align with CTP requirements,
the rest to follow in Mar 2025

RTS 1, RTS 2 and RTS 3 (equity & non-equity
transparency and volume cap)

RTS 2 and RTS 23 (transparency and supply of
reference data)

Closed. Final report expected by 29 Dec 2024

Closed. Final report expected by 29 Dec 2024.

Consolidated Tape Providers and DRSPs Feedback on specification of assessment criteria
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for CTP selection procedure expected by end
2024
Closed. Final Report expected Dec 2024

ESMA Consultation on Commodity Derivatives

New U.K. Short Selling Regime

NEW DISCLOSURE
STRUCTURE

FCA will receive reports
privately, and publish

FCA POWERS

The UK. is moving certain provisions
from primary or secondary legislation

aggregated short to the FCA rulebook.
positions..
Kevareas
ol MNEW DESIGNATION REGIME
NEW NET SHORT di\_-'.c I g()n(_j() The regulations establish two designated activities:

POSITION THRESHOLD

The regulations require
notification of net short positions
of 0.2% and each 0.1%

thereover, with the FCA given
rule-making powers. V

NEW SCOPE

The UK. is removing soveraign
debt and sovereign CDS from
scope.

(1) Entering into a short sale of an admitted share

(2) Entering into any transaction other than a short
sale of an admitted share, where an effect of the
transaction is to confer a financial advantage on
the person entering into that transaction in the
event of a decrease in the price or value of an
admitted share

Short Selling; Navigating Regulatory Challenges and Compliance Gaps; Short selling, the practice of
selling borrowed securities with the intention of repurchasing them at a lower price, plays a significant
role in financial markets by enhancing liquidity and enabling price discovery. However, due to its
potential to amplify market volatility and the risks associated with naked short selling — selling shares
without ensuring their availability for settlement — regulators worldwide have implemented stringent
frameworks to oversee and control short selling activities.

o Global regulators have intensified scrutiny, imposing strict rules and heavy penalties on firms
failing to meet compliance standards. Despite financial services firms implementing robust
controls, recent enforcement actions highlight persistent challenges and gaps in regulatory
adherence.

e Increasing Regulatory Complexity and Divergence

e Firms operating across jurisdictions must navigate a web of differing short selling
regulations. For example:

e Inthe EU, the Short Selling Regulation (SSR) mandates that all short sales of shares and
sovereign debt instruments be covered, effectively prohibiting naked short selling. The
regulation also requires investors to notify authorities of significant net short positions and,
in certain cases, disclose them publicly. Exemptions are provided for market-making
activities and authorized primary dealers. Additionally, the SSR grants authorities intervention
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powers to address exceptional situations that may pose systemic risks or threaten financial
stability.

e On leaving the EU, the UK converted EU SSR into domestic law. A review of the UK SRR has
resulted in some small immediate changes in the new Short Selling Regulation 2025. The
regulation also granted the FCA powers to set more detailed rules to complete and
implement the new regime responding to industry feedback to HM Treasury’s earlier Call for
Evidence. The FCA plans to consult on these new rules in Q3 2025.

e Inthe United States, the Securities and Exchange Commission (SEC) enforces regulations to
prevent abusive short selling practices. Notably, the SEC's alternative uptick rule, established
in 2010, restricts short selling when a stock’s price experiences a significant decline, aiming
to prevent potential market manipulation. The SEC also mandates transparency through
regular reporting of short positions by institutional investors.

e South Korea and Hong Kong (SAR), China have some of the strictest short selling rules,
including outright bans during market stress. The Financial Services Commission (FSC),
South Korea's market watchdog, has imposed substantial fines on financial institutions for
executing naked short selling orders involving shares of multiple listed firm. In South Korea,
new rules are in force from 31 March 2025 mandating stricter internal controls, short selling
registration and real-time surveillance to prevent naked short selling.

e Staying compliant across these varied regimes requires significant resources, frequent policy
updates, and real-time monitoring.

o Controls and Compliance Measures; Firms have implemented various controls to comply
with short selling regulations and mitigate associated risks:

o Pre-Trade Verification: Ensuring that securities are available for borrowing before
executing a short sale to prevent naked short selling.

o Real-Time Monitoring: Utilizing advanced surveillance systems to detect and address
irregular trading activities promptly.

o Automated Trading Controls: Incorporating safeguards within trading algorithms to
prevent erroneous orders, such as size limits and validation checks.

o Regulatory Reporting Systems: Establishing processes to accurately report
significant net short positions to relevant authorities within mandated timeframes.

o Despite these measures, recent enforcement actions indicate that firms continue to face
multiple challenges in meeting regulatory expectations. Common deficiencies include
inadequate system controls, insufficient oversight of algorithmic trading, and failures in
timely and accurate reporting of short positions.

o Technology and Operational Risk — Many regulatory breaches stem from system failures,
inaccurate trade markings, or algorithmic trading errors. Recently there have been large fines
for failures in trading systems and controls, including from coding errors. The FCA
emphasized the necessity for firms engaged in trading activities, including algorithmic
trading, to implement effective systems and controls to prevent such errors.

e Compliance with Short Position Reporting — Regulators demand accurate and timely
disclosure of short positions. However, many firms struggle with:

o Threshold inconsistencies: Some jurisdictions require disclosure at a 0.1% net short
position, while others mandate it at 0.5%.

o Real-time aggregation: Accurately aggregating short positions across multiple books
and asset classes is complex, particularly for global trading desks.

o Dataintegrity: Ensuring high-quality data to prevent false or incomplete disclosures is
an ongoing challenge.
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Market Abuse and Regulatory Scrutiny — Activist short selling, where firms bet against stocks
while publicly criticizing companies, has drawn increased regulatory attention. Hedge funds
backing short reports now face scrutiny, with regulators investigating potential coordinated
market manipulation.
Strengthened internal surveillance, trade justification processes, and market abuse
monitoring will help firms mitigate regulatory exposure.
Resource Constraints and Compliance Costs — Implementing and maintaining effective
short selling controls require substantial investment in technology, personnel, and legal
expertise. Many firms struggle with keeping up with regulatory changes requiring constant
policy updates, hiring skilled compliance professionals due to high demand and limited
supply, and managing costs of fines and remediation from enforcement actions.
Change ahead — The UK, EU and Switzerland will follow the US moving to T+1 settlement in
October 2027. With the settlement period compressed, firms are likely to move to greater
automation of their securities lending processes and controls so that they don't end up with
uncovered short sells.
Bridging the Compliance Gaps
To meet regulatory expectations, firms can:
o Enhance automated trade surveillance to detect improper short selling activities in
real time.
Invest in tools for accurate trade marking and reporting.
o Strengthen governance frameworks with clear accountability and escalation
protocols for trading errors and compliance breaches.
Educate trading and compliance personnel on the latest regulatory requirements.
o Implement cross-border compliance programs to align global short selling policies.
Monitor regulatory developments to stay ahead of evolving requirements and
enforcement trends.

ESMA is publishing its fifth report on the quality and use of data; ESMA report shows increased

data use across EU and first effects of reporting burden reduction efforts; This edition has further
expanded the scope of the datasets covered to include ESEF and short-selling data. As shown in this
report and its previous editions, data quality and data use go hand in hand, and one supports the other
in a virtuous manner.

The document presents concrete cases on data use ranging from market monitoring to
supervision, enforcement and policy making. A recent example includes how ESMA reutilises
existing data to support reporting burden reduction (i.e. use of MIFIR transaction data to
perform the transparency and volume cap calculations).
The report highlights ESMA's Data Platform and ongoing improvements to data quality
frameworks as key advancements in tools and technology for data quality.
In addition, it contains other advances as:

o the data quality developments for datasets as the EMIR REFIT go-live,

o the successful outcome of a newly implemented data quality framework on short-

selling data,
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o the implementation of first steps in improving the accessibility and use of ESEF data
by NCAs.

e This edition also gives an overview of the sanctions imposed by the NCAs on reporting
obligations, showcasing another tool that can be used as part of their supervisory and
enforcement toolkit.

e Onthe one hand, Section 3 showcases a clear trend of increase in the data use by
authorities. Data continues to support the day-to-day activities of financial regulators, and it
remains essential for the achievement of the core mandates of different authorities, namely
financial stability, orderly markets, and market integrity.

e The section covers the main use cases, including references to specific projects and
publications, such as: (i) use of aggregated data to identify emerging trends and risks either
at EU, national or sectoral level and make such analysis public; (ii) use of granular data to
investigate a specific event or entity's behaviour; (iii) sharing of data between authorities to
support specific projects, based on bilateral agreements or existing regulatory provisions.

e While there is a continuous need for more and better data (in terms of availability, quality or
granularity, etc), policy makers have to consider it from the perspective of simplifying and
reducing the reporting burden in general, but also in the financial sector. One example in this
sense is ESMA's work on a proof-of-concept (PoC) on how MIFIR transaction data could be
used to perform the transparency and volume cap calculations. The successful outcome of
the exercise allows ESMA to discontinue in 2025 the two separate data reporting flows
supporting these calculations.

e Onthe other hand, Section 4 focuses on data quality key developments. The section firstly
highlights the main achievements on the tools and technology supporting the data quality
work. The quality and availability of data which fuels more, and diverse uses is supported by
the ongoing technological improvements (either on ESMA's or regulators’ side). In 2024,
ESMA finalised the migration of all datasets to its recently implemented big data platform,
allowing its experts to have access to cutting-edge tools and state-of-the-art capacity (in
terms of speed and size) to perform data quality work and analytics.

e Further expanding the uses of the big data platform, 2024 marked another major milestone
for the cooperation between ESMA and NCAs with the go-live of the ESMA Data Platform
(EDP) - SHARE environment where users from 30 NCAs and the two other ESA have been
onboarded and have access to pre-defined data analytics, regulatory data and codes to
support their data monitoring or supervisory objectives. Another important tool facilitating
the supervisory data quality work of ESMA and NCAs are the DQEFs. ESMA and NCAs have
further improved and streamlined some of the existing DQEFs (e.g. by introducing the risk-
based approach) and issued new DQEFs (MiFIR transaction and short-selling DQEFs).

e Section 4 includes also details on the specific data quality developments of the datasets
covered in the report. 2024 was especially marked by the EMIR REFIT go-live which brought a
wide variety of changes to reporting with impact to both the reporting counterparties and the
TRs.

e While immediately after the go-live the rejection rates (which show the level of readiness of
the counterparties’ data submissions to comply to the new requirements) were high and
upgrade rates (number of outstanding transactions that needed to be updated to the new
format) were low, they showed significant improvements shortly after. Overall, ESMA has a
positive assessment of the go-live, while noticing the different level of preparedness of
reporting entities but also of TRs.
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In addition, the levels of EMIR and SFTR DQIls show slight improvements but remain well
above the agreed thresholds, highlighting the need for further engagement with the relevant
reporting entities and TRs to carry out the relevant corrective actions. With regards to MiFIR
transaction data, while the PoC exercise (mentioned above) demonstrated a good level of
data quality, ESMA and NCAs implemented a new dedicated risk-based approach DQEF to
address the most critical data quality issues identified during the PoC. For Funds, in 2024
ESMA notably amended the existing DQEF to include the risk-based approach which has
reduced the number of potential warnings identified.
Despite this, the share of warnings actively addressed remains low, in line with the previous
data quality cycles. Part of this is related to the fact that one NCA is still in the process of
following up with the reporting managers and further improvements can be expected.
Following this first run of the updated DQEF, ESMA and NCAs will continue to engage for
reducing the unaddressed corrections and assess the need to further enhance the
framework, including redefining the tests generating large number of false positives.
On Securitisation, ESEF and Short-Selling, the data quality work is more recent than for the
above-mentioned datasets. Despite that, due to technological support and experts
experience, the impact of these first efforts is notable. This edition of the report includes for
the first time an overview on sanctions imposed by the NCAs on reporting obligations, as to
show case another impactful tool that NCAs have as part of their supervisory and
enforcement toolkit (Section 6).
The renewed political focus on the Capital Markets Union (CMU) — via the broader Savings
and Investments Union (SIU) —, the rapid adoption of generative Al across financial markets,
the push towards simplification and the burden reduction, and the resource constrained
environment are expected to shape ESMA's data work in the foreseeable future. This new
paradigm will lead ESMA to update its Data Strategy 2023-2028 so as to ensure it remains
best suited to deliver on all of its objectives, and continued access to usable data of
sufficient quality by ESMA and its stakeholders will be key to achieving them. Main focus will
be on the most efficient use of available data and resources. This includes leveraging
technological innovations, such as generative Al, as well as exploring new ways to reuse
existing data to reduce duplicative reporting and simplify the regulatory and supervisory
reporting landscape, ultimately reducing the reporting burden to the industry.
Next steps
The guidelines will be translated into all EU languages and published on ESMA's website and
will start applying three months after that date. However, ESMA recommends that NCAs
already start implementing the principles included in the guidelines whilst waiting for the
translations.
Within two months of the date of publication of the guidelines on ESMA's website in all EU
official languages, NCAs to which these guidelines apply must notify ESMA whether they (i)
comply, (ii) do not comply, but intend to comply, or (iii) do not comply and do not intend to
comply with the guidelines.
MiIFIR introduced pre- and post-trade transparency requirements for equities, bonds,
structured finance products, emission allowances and derivatives. MiFIR foresees some
exemptions to those rules and empowers competent authorities to waive pre-trade
transparency under specific conditions.
o Some transactions also benefit from a deferred post-trade publication. In this context,
ESMA collects MiFIR transparency data through direct submission by trading venues
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and APAs from all over Europe and supports competent authorities in their work
through multiple publications. With the decision to enable the use of MiFIR
transaction data for the purposes of Transparency and Volume Cap calculations (see
Section 3.2.2), ESMA and NCAs implemented a dedicated DQEF to address the most
critical data quality issues in the data.

o Theaimis to launch the DQEF during H12025 to enable NCAs and reporting firms to
address most critical data quality issues prior to the go-live of the new Transparency
and Volume Cap calculation system and thus minimize the risks of inaccurate results
stemming from such issues.

o NCAs and ESMA will begin liaising with ARMs, investment firms, and trading venues
following the risk-based approach with predefined thresholds as defined in the DQEF.

Benchmarks, RFRs & LiBOR Transition

Benchmark rate reform in South Africa; JIBAR will be phased out by the end of 2026 and replaced by
ZARONIA. The South African market has successfully navigated the IBOR transition in the preceding
years and there is comfort in being able to manage the JIBAR transition effectively.
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JIBAR will be phased out by the end of 2026 and replaced by ZARONIA as South Africa’s alternative
reference rate.

e The market has successfully navigated previous IBOR transitions and is confident in
managing this shift.

e The Market Practitioners Group (MPG) and the broader market have laid a strong
foundation, targeting readiness to transact in ZARONIA by May 2025.

e Consideration is being made for the readiness of third-party fund administrators,
which are vital to institutional investors.

e Market Developments and Support; The Loan Market Association (LMA) has:

o Published a replacement of screen rate clause and user guide for the South
African investment-grade syndicated loan market. This clause enables soft
fallback language for transitioning from JIBAR to ZARONIA in new contracts.
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o Released a rate switch exposure draft agreement for South Africa, including:
o Rate switch mechanics triggered by defined events.
o Alignment with global conventions used in the LIBOR transition.

e Focus Areas for 2025; With foundational work complete, the market has moved into
Phase 2: Adoption of ZARONIA.
e “ZARONIA First” Initiatives

o Mandate prioritisation of ZARONIA over JIBAR in new transactions.
o Initial recommendations for derivatives agreed by MPG; work on cash
instruments is ongoing.

o Derivatives Market Prioritisation; Key to building:

Liquidity

Price discovery

Robust ZARONIA yield curve

Derivatives have the most JIBAR exposure and support price formation in
cash markets (deposits, bonds, loans) and forward-looking term rates.

O O O O

e 2025 Critical Milestones (Pending Finalisation)

o Credit Adjustment Spread (CAS)
1. Necessary to account for structural differences between JIBAR and
ZARONIA.
2. ZARONIA rates have been lower on average than JIBAR due to
absence of term premium.
3. CAS methodology:
4. Published and endorsed by SARB (March 2025).
5. Intended to give market makers confidence in pricing.
o Forward-looking Term Rate
1. Options still under MPG consideration.
2. Leading candidate: Derivatives-based rate, due to liquidity and ability
to meet I0SCO standards.
3. Other options (e.g., term deposits, T-bills) have insufficient liquidity for
benchmark purposes.
o Tough Legacy Legislation
1. Proposed to address transition for contracts without fallback
provisions.
2. May include safe harbour provisions to reduce legal uncertainty.

e Conclusion; South Africa is well-positioned to complete the benchmark transition by
end-2026. Benefits include:

o Modernised benchmark infrastructure.
o Increased investor confidence.
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o Enhanced standing as a key emerging market economy.

¢ Additional Resources; To stay informed, visit the SARB website:
o Market Practitioners Group (MPG)
o ZARONIA Benchmark Rate Publication
o MPG FAQs (resbank.co.za)

¢ Industry Readiness

o Coordination underway to ensure readiness of:
1. Third-party administrators
2. Critical infrastructure participants
o Market participants are encouraged to:
1. Familiarise themselves with SARB timelines for adoption and contract
remediation.
2. Monitor the SARB website and engage with local banks for updates.

ZARONIA vs JIBAR: Methodology

o ZARONIA
1. Trimmed volume-weighted mean of central 80% of interest rates.
2. Based on eligible unsecured overnight deposit transactions reported
by banks to SARB.
3. Published daily by SARB.
4. Daily transaction volumes: ZAR 350-400 billion.
o JIBAR
1. Derived from quoted rates for Negotiable Certificates of Deposit
(NCDs).
2. Monthly transaction volumes: < ZAR 10 billion (3-month JIBAR).

e Transition Strategy; The MPG's transition plan includes four key phases:
¢ Foundation - Selection and endorsement of ZARONIA as the alternative
reference rate.
o Pillar 1 — Derivatives market adoption and infrastructure readiness.
o Pillar 2 — Cash market adoption and infrastructure readiness.
o Pillar 3 — Legacy position transition.

Foundation Phase Milestones

e ZARONIA Reporting Instructions issued by SARB to banks, including governance
protocols.

e Daily publication of ZARONIA since 2022.

e Historical proxy data (2016-2022) compiled from four major banks and the JSE.

e Observation period (Nov 2022 — Nov 2023) confirmed ZARONIA's stability and
alignment with SARB rate changes.

e Market conventions for ZARONIA published, based on SONIA and SOFR precedents.

e Engagement with critical vendors:
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e Derivatives market: MarkitWire, LCH, Bloomberg, Refinitiv — all confirmed readiness.
Three successful test rounds completed.
e Cash market: STRATE and the JSE actively engaged to align with the transition.

EU Benchmark Regulation review; spotlight on non-EU benchmarks and other major changes

e INDEX; "Any figure: that is published or made available to the public; that is regularly
determined: — entirely or partially by the application of a formula or any other method of
calculation, or by an assessment; and — on the basis of the value of one or more underlying
assets or prices, including estimated prices, actual or estimated interest rates, quotes and
committed quotes, or other values or surveys.”

¢ BENCHMARK; “Any index by reference to which the amount payable under a financial
instrument or a financial contract, or the value of a financial instrument, is determined; or an
index that is used to measure the performance of an investment fund with the purpose of
tracking the return of such index or of defining the asset allocation of a portfolio or of
computing the performance fees.

e BMR: In scope contracts;

o Financial Contracts; Credit agreements that are either:— An agreement whereby a
creditor grants or promises to grant, to a consumer, a credit (within scope of the
Mortgage Credit Directive) in the form of a deferred payment, loan or other similar
financial accommodation.

o Anagreement whereby a creditor grants or promises to grant to a consumer credit in
the form of a deferred payment, loan or other similar financial accommodation, except
for agreements for the provision on a continuing basis of services or for the supply of
goods of the same kind, where the consumer pays for such services or goods for the
duration of their provision by means of instalments

o Financial Instruments; Any of the instruments listed in Section C of Annex | to MIFID I
for which a request for admission to trading on an EU MIFID [l trading venue has been
made or which is traded on an EU MIFID Il trading venue or via a systematic internaliser.
The scope does not include financial instruments traded on non-EU trading venues

o Investment Fund; Means an AIF or UCITS (i.e. EU entity).

e Benchmark Administrators; ESMA is the supervisor of administrators of EU critical
benchmarks and of third-country administrators recognised in the EU. ESMA is also responsible
for promoting the consistent implementation of the Benchmarks Regulation across the EU
using a variety of policy tools.

o Critical Benchmark A benchmark other than a regulated-data benchmark that is provided by
an EU administrator, where the benchmark meets specified conditions, and which is
designated as such by the Commission

o Critical Benchmarks are benchmarks administered within the EU, such as ESTR and
Euribor. Third-country benchmarks cannot be classified as ‘critical’ but can be deemed
significant’

o Article 20 Critical benchmarks; The Commission shall adopt implementing acts in
accordance with the examination procedure referred to in Article 50(2) to establish
and review at least every two years a list of benchmarks provided by administrators
located within the Union which are critical benchmarks, provided that one of the
following conditions is fulfilled:
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» (a) the benchmark is used directly or indirectly within a combination of
benchmarks as a reference for financial instruments or financial contracts or
for measuring the performance of investment funds, having a total value of at
least EUR 500 billion on the basis of all the range of maturities or tenors of the
benchmark, where applicable;

»= (b) the benchmark is based on submissions by contributors the majority of
which are located in one Member State and is recognised as being critical in
that Member State in accordance with the procedure laid down in paragraphs
2,3, 4 and 5 of this Article;

* (c) the benchmark fulfils all of the following criteria:

e (i) the benchmark is used directly or indirectly within a combination of
benchmarks as a reference for financial instruments or financial
contracts or for measuring the performance of investment funds
having a total value of at least EUR 400 billion on the basis of all the
range of maturities or tenors of the benchmark, where applicable, but
not exceeding the value provided for in point (a);

e (i) the benchmark has no, or very few, appropriate market-led
substitutes;

e (i) in the event that the benchmark ceases to be provided, or is
provided on the basis of input data no longer fully representative of the
underlying market or economic reality or on the basis of unreliable
input data, there would be significant and adverse impacts on market
integrity, financial stability, consumers, the real economy, or the
financing of households and businesses in one or more Member
States.

» |f a benchmark meets the criteria set out in point (c)(ii) and (iii) but does not
meet the criterion set out in point (c)(i), the competent authorities of the
Member States concerned together with the competent authority of the
Member State where the administrator is established may agree that such
benchmark should be recognised as critical under this subparagraph.

* Inany case, the competent authority of the administrator shall consult the
competent authorities of the Member States concerned. In the event of
disagreement between the competent authorities, the competent authority of
the administrator shall decide whether the benchmark should be recognised
as critical under this subparagraph, taking into account the reasons for the
disagreement. The competent authorities or, in the event of disagreement, the
competent authority of the administrator, shall transmit the assessment to
the Commission.

= After receiving the assessment, the Commission shall adopt an implementing
act in accordance with this paragraph. In addition, in the event of
disagreement, the competent authority of the administrator shall transmit its
assessment to ESMA, which may publish an opinion.

e Third-Country Benchmarks: Benchmarks provided from outside the EU can be recognized or
endorsed to be used within the EU market

o This recognition allows them to be utilized similarly to EU benchmarks, provided they
meet specific regulatory standards
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NON- @
CHMARI \ J / SIGNIFICANT

CLARITY ON
SCOPE FOR
COMMODITY
BENCHMARKS

Significant Benchmark A benchmark that is not a critical benchmark and that meets the
“significance test”

Commodity Benchmark: A benchmark where the underlying asset is a commodity, excluding
emission allowances. Commodity means “any goods of a fungible nature that are capable of
being delivered, including metals and their ores and alloys, agricultural products, and energy
such as electricity”

EU Paris-Aligned Benchmark: A benchmark that meets certain requirements, including that
the portfolio’s carbon emissions are aligned with the objectives of the Paris Agreement and
activities relating to its underlying assets do not significantly harm other ESG objectives 05
EU Climate Transition Benchmarks: A benchmark that meets certain conditions including
that its portfolio is on a decarbonisation trajectory

Interest Rate Benchmark: A benchmark determined on the basis of the rate at which banks
may lend to, or borrow from, other banks, or agents other than banks, in the money market
Spot Foreign Exchange Benchmark: A benchmark which reflects the price, expressed in one
currency of another or a basket of other currencies, for delivery on the earliest possible value
date

Regulated-Data Benchmark: A benchmark determined by the application of a formula from: ®
Input data contributed entirely from certain types of entities, such as EU and recognised non-
EU trading venues and approved publication arrangements. Net asset values of investment
funds

CRITICAL
BENCHMARKS

Amended scope

BENCHMARKS

®

-~ o ~
N4 e
(&) BENCHMARK &

EU CLIMATE
TRANSITION
BENCHMARKS

PERMANENT
ACCESS: NON-EU
BENCHMARKS

Threshold; Benchmark meets the threshold: The benchmark is used directly or indirectly within a

combin

ation of benchmarks within the EU as a reference for financial instruments or financial

contracts or for measuring the performance of investments funds having a total average value of at
least EUR 50 billion on the basis of the following characteristics of the benchmark (where
applicable), over a period of 6 months:

the range of maturities or tenors of the benchmark;

all the currencies or other units of measurement of the benchmark; and

all the return calculation methodologies.

Commission delegated regulations to specify the calculation method, including potential data
sources, and the criteria to assess when a benchmark meets the threshold

Qualitative Criteria; Benchmark does not meet the threshold but meets all these criteria:

81



European London
Venues & Energy
Intermediaries Brokers'
Association Association

e The benchmark has no, or very few, appropriate market led substitutes;

e Should the benchmark cease to be provided, or is provided on the basis of input data that are
no longer fully representative of the underlying market or economic reality or that are
unreliable, there would be significant and adverse impacts on market integrity, financial
stability, consumers, the real economy, or the financing of households and businesses in that
competent authority’s Member State; and

e The benchmark has not been designated as significant by another NCA (this condition
applies to EU benchmarks only).

e Commission delegated regulation to detail the criteria, including data to help assess.

“Used by supervised entities”

e Supervised Entities

o Credit institutions:
= Reinsurance undertaking
= Alternative investment fund manager
= CCP
= UCITS / UCITS management company
» Benchmark administrator
= QOccupational retirement providers

o Investment firms:
» |nsurance undertaking
» Trade repository
= Market operator
» Creditors and non-credit institutions (for the purposes of credit agreements)

o Issuing a financial instrument which references an index or indices;

o Determining the amount payable under a financial instrument or a financial contract
by referencing an index or indices;

o Parties to a financial contract which references an index or indices;

o Providing a borrowing rate calculated as a spread or mark-up over an index or indices
and that is solely used as a reference in a financial contract to which the creditor is a
party;

o Measuring the performance of an investment fund through an index or indices for the
purpose of tracking the return of such index or indices, of defining the asset
allocation of a portfolio, or of computing the performance fees

Potential to Opt-in; only available for otherwise out of scope eu benchmark administrators

e Conditions to be met:

o Make arequest to NCA with reasons

o EUR 20 billion threshold
e NCA may refuse to designate if it considers that reasons are inaccurate or misleading
e Revocation upon request but only four years after Designation

Commodity benchmarks
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e Based on submissions from mostly unregulated contributors
o Change to threshold that bring into scope
o Threshold: reference value reaches a de-minimus threshold of EUR 200 million over
12 months
o Those in scope subject to different obligations
e Other commodity benchmarks
o Inscope only if significant or critical (if not exempt)

Solutions to issues
e Other A.2 Exemptions

o BMR contains limited exemptions including for:
= central banks (EU and third country)
= a CCP where it provides reference prices or settlement prices used for CCP
risk-management purposes and settlement

e Spot FX Benchmarks

o Commission mandated to exempt spot FX benchmarks provided by non-EU
administrators

o Referencing spot exchange rates of a non-EU currency to which such currency
controls apply

o Used to hedge against adverse FX rate movements; or that do not have an EU
equivalent

o Commission to establish list of exempt spot FX benchmarks by 12 months from
entry into force of regulation amending BMR

o Until the list is established, market participants may continue to use in existing and
new contracts

e Equivalence For Non-EU Benchmarks

o Under BMR, temporary access only pending adoption of equivalence decision
o Twojurisdictions determined to be equivalent to date — Australia and Singapore
o Amendments fixes this difficulty

The new dawn: timing and transitional for non-EU benchmarks; 1 January 2026: D-Day

« End of Main A(55B) Transitional Provision: For non-EU administrators located outside the EU.

o Application Deadline: If ESMA receives an application for recognition or endorsement by
31/12/25 from non-EU administrators of EU Paris-aligned Benchmark, EU Climate Transition
Benchmark, or commodity benchmark subject to Annex Il Benchmarks Regulation, and uses
financial instruments, investment funds, or financial contracts, it will extend the
administrator's recognition or endorsement as notified by ESMA (new wording in A(55B) EU
BMR).
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Existing Applications Under Old Processes

e Permitted Use: Existing A(55B) permits use in financial instruments, investment funds, and
financial contracts until end of 2025.
e New Applications: Must be made under new A(29BlII).

FX Exemption
o Permitted Use: Use permitted till entry into force of implementing act.
Orderly Cessation/Replacement of Critical Benchmarks

e Completion Deadline: Assuming all steps taken by ESMA to ensure orderly
cessation/replacement of critical benchmarks are completed before end-2025.

e Retrospective Amendment: Amend Art. 51 BMR to allow continued use until end-2025 if no
replacement found.

e Assuming not already on ESMA's register on 31.12.2025 (and so do not benefit from 9 month
transitional discussed next slide), no transitional as such but note changes to A.29(1)
restriction on use::

o Supervised entity cannot add new references to commodity benchmarks (subject
Annex 1), EU Climate Transition Benchmarks and EU Paris aligned Benchmarks [also
critical benchmarks but EU only] where administrator not in ESMA's A.36 register

o A supervised entity shall not add new references to a significant benchmark...where
that benchmark...is the object of a public notice by a competent authority/ESMA

o ESMA may allow use of benchmark subject to public notice [significant benchmarks]
for between 6-24 months following public notice to avoid serious market disruptions

New Art. 29All

o Application for Recognition/Endorsement: Administrators located outside the EU can apply
for recognition/endorsement if they meet requirements set out in Annex Il Benchmarks
Regulation.

e A.29(1b) a supervised entity that uses a benchmark in existing financial contracts or financial
instruments [no reference to “investment funds’] that is subject to a public notice [significant
benchmarks] ... shall replace that benchmark with an appropriate alternative within 6 months,
or issue or publish a statement on its website providing clients with a reasoned explanation
for not being able to do so’

The new dawn: timing and transitional’ for EU benchmarks

e 1 January 2020: D-Day
o Designation Deadline: ESMA/competent authorities have until 30.6.2026 to designate
administrators included in ESMA's register on 31.12.25 that satisfy conditions in
Annex Il (see recital 28 and Q&A 9).
o Changes to A2017: Note changes to A201
o Transitional Benefits for Non-Significant Benchmarks
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o Legal Certainty: Recital 29 indicates that non-designated, existing administrators
should have the legal certainty that their designation period has safely been removed
from the ESMA register.

o Significant Benchmarks

o No Need for Authorisation: Administrators do not need to apply for authorisation,
registration, or recognition if one or more of their benchmarks is significant (if they
administer an EU Climate Transition Benchmark or an EU Paris-aligned Benchmark
subject to Annex I).

e Opt-In Process

o Opt-In Deadline: If an EU administrator “opts in” requesting designation of one or
more of its benchmarks pursuant to A24(1) by 1.1.27, then no need to re-apply for
authorisation or registration.

Non-EU Benchmarks — Who Must Register; How and When?

e Significant benchmark administrators
e Commodity benchmark administrators
e EU Paris-aligned Benchmark administrators and EU Climate Transition Benchmark
administrators
» Triggers for seeking ESMA approval
o Benchmark Reaches Threshold
o ESMA Considers Benchmark Reaches Threshold — Designation
o Benchmark Meets Qualitative Criteria
o Use By Supervised Entities
o How to get registered
o Recognition
= Recognition now available without an equivalence decision
= Recognition applies for significant benchmarks, EU Paris aligned Benchmark,
an EU Climate Transition Benchmark or a commodity benchmark based on
contributed input data
= Non-EU benchmark administrator must still appoint a legal person in the EU
as its legal representative, which will:
= Act on behalf of the administrator regarding the applicable obligations
under BMR
= Perform the oversight function relating to the provision of benchmarks
= Now be accountable to ESMA (i.e., new powers)
= ESMA now has powers to impose supervisory measures or fines on the
administrator or the legal representative for infringements of BMR or failure to
cooperate/comply with an investigation or an inspection request
o Endorsement
= EU supervised entities no longer able to endorse non-EU benchmarks
= ESMA may grant endorsement on application by an EU administrator (i.e., no
longer NCA remit)
= Once endorsement granted, supervision of endorsing administrator transfers
to ESMA within six months
o Equivalence-based
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= Benchmarks that benefit from an equivalence decision do not need
endorsement or recognition
= Equivalence regime remains but unlikely to be operational
= EXisting equivalence decisions: Australia and Singapore. As well as the
country’s regulatory regime being equivalent for benchmarks, the particular
benchmark in question must be designated under BMR. To date only the
following have been designated:
= SIBOR and SOR
= Australian Bank Bill Swap Rate, S&P/ASX 200 Index, ASX Bond Futures
Settlement Price, Australian Interbank Overnight Cash Rate and
Australian Consumer Price Index
= UK Memorandum of Understanding but no equivalence
= UK has granted equivalence to EEA benchmark administrators as well as
Australia and Singapore
= UK has also extended the transitional provision until the end of 2030 which
means that until that expires UK supervised entities may use non-UK
benchmarks
o Designation
= Designation as significant by ESMA where benchmark does not meet the
threshold but meets the qualitative thresholds of:
= The benchmark has no or very few appropriate market-led substitutes;
and
= |f benchmark was no longer provided, there would be an adverse
impact on market integrity, financial stability, consumers, the real
economy or the financing of households or businesses in one of more
Member State
= Once designated, benchmark administrator must apply for recognition or
endorsement

What is the impact on non-EU benchmark administrators?

e The current BMR does not require non-EU benchmark administrators to notify ESMA or
Member State supervisors of the usage of their benchmarks in the EU or to take any steps to
qualify their benchmarks for use in the EU. In contrast, the new Regulation would impose a
new obligation on non-EU administrators to notify ESMA if the EU usage of any of their
benchmarks reaches or exceeds the €50 billion threshold on or after 1 January 2026.
Following that notification, or if any of their benchmarks is designated as a significant
benchmark by ESMA, non-EU administrators would also be subject to a new obligation to
seek recognition or endorsement of their benchmark under the BMR (unless they are covered
by an equivalence decision).

e Non-EU administrators would need to put in place policies and procedures to monitor the EU
usage of their benchmarks so that they can comply with the notification obligation. This
could be challenging where administrators do not have direct contractual relationships with
users or those contracts do not require users to report the volume of usage inthe EU in a
way that aligns with the definitions in the BMR, especially as use in the EU arising from
references to the benchmark in financial instruments, financial contracts or funds added
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before 1 January 2026 under the existing transitional arrangements may count towards the
€50 billion threshold.

e In some cases, non-EU administrators may conclude that they should, even before the new
Regulation is adopted, take steps to prohibit or restrict usage in the EU of their benchmarks
to reduce the risk of triggering the new obligations to notify ESMA and to seek recognition or
endorsement of their benchmarks under the amended BMR from 1 January 2026. The new
Regulation does not remove any of the obstacles that have made it difficult or unattractive
for non-EU administrators to seek to qualify their benchmarks for use in the EU under the
existing equivalence, recognition or endorsement regimes.

e The Commission notes that only 14 out of an estimated 273 non-EU benchmark
administrators have qualified benchmarks for use in the EU under the BMR (two are covered
by equivalence decisions, ten are recognised and two are endorsed) and that only an
estimated six non-EU administrators provide benchmarks whose EU usage exceeds the €50
billion threshold (of which only three are recognised or endorsed under the BMR). However,
the Commission acknowledges that there could be an unknown number of other
benchmarks whose EU usage exceeds the €50 billion threshold under the existing
transitional provisions or that might be designated as significant benchmarks under the new
regime.

e The new Regulation would require ESMA and Member State supervisors to ensure that non-
EU benchmark administrators whose benchmarks are already recognised or endorsed under
the BMR on 1 January 2026 can benefit from a simplified procedure if they apply for re-
recognition or re-endorsement of a significant benchmark by 1 January 2028.

e Existing non-EU benchmark administrators on 1 January 2026 whose benchmarks are
already recognised and endorsed under the BMR (or covered by an equivalence decision) but
are not significant benchmarks would fall outside the scope of the BMR.

Impact for market participants: A.29(1) use restriction; A.29(1) use restriction is the provision that
gives EU BMR its teeth.

e Current position: "A supervised entity may use a benchmark or a combination of benchmarks in
the Union if the benchmark is provided by an administrator located in the Union and included in
the register referred to in Article 36 or is a benchmark which is included in the register referred
to in Article 36."

o Revised position from January 2026 (in summary): For critical benchmarks, commmodity
benchmarks subject to Annex I, EU Climate Transition and EU Paris-aligned benchmarks (or
a combination thereof) administrator must be included in ESMA's A.36 register before
supervised entities can add a new reference to such benchmarks.

e For significant benchmarks, supervised entities cannot add new references to a significant
benchmark (or combination of such benchmarks) where the benchmark or combination of
such benchmarks is the object of a public notice issued by a competent authority or ESMA
under A.24a6

o in summary: notified or designated as significant and not initiated procedures to
obtain authorisation/registration/endorsement/recognition within required
timeframe; or application failed, or authorisation/ registration/ endorsement/
recognition has been withdrawn/ suspended/ ceased)
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e But what does “add a new reference” mean in A.29(1) EU BMR? Not defined probably means
“use by adding” (‘use” being defined).
o “Addanew reference” = New “use of a benchmark” post 31.12.25
= Existing A.57(4) and A.51(5) EU BMR refer to “adding a reference” to a
benchmark before 31.12.2025
= UK BMR has a definition of "new use” in A.21A(2)
o Could this include:
= settlement of an existing cleared trade
= tapissuance post 31.12.25
= formation of new in-scope instrument post 31.12.25
= changing the benchmark referenced by an in-scope instrument post 31.12.25
= extension of term of existing in-scope instrument post 31.12.25
= new trade under existing ISDA Master post 31.12.25
o How will administrators/users know if a non-EU benchmark will be significant?

o For EU benchmarks: benchmark statement indicates type of benchmark (must be
updated in the event of any changes to the information provided and at least every 2
years)

o For non-EU benchmarks previously benefitting A.57(5) transitional: administrators need
to assess scale of “use” in the Union. Access to data?

o Users of non-EU benchmarks: be proactive. Contact non-EU administrators to confirm
if benchmarks will be in scope or not and their plans for registration.

= A supervised entity that uses a benchmark in existing financial contracts or
financial instruments that is subject to a public notice under A.24a(6) shall
replace that benchmark with an appropriate alternative within 6 months of the
publication of that notice, or issue and publish a statement on its website
providing clients with a reasoned explanation for not being able to do so”
o Impact for market participants: A.29(2) prospectus statement

o UCITS or Prospectus Regulation compliant prospectus: ongoing requirement to
include clear and prominent information stating whether the benchmark is provided
by an administrator included in ESMA's A.36 register. Will only apply to those
benchmarks in scope of the revised regime.

o What if administrator is in ESMA's register (as provides e.g. a Climate Transition
Benchmark) but the benchmark referenced in the prospectus is a non-significant
benchmark not in scope?

Benchmarks subject to public notice also in ESMATs register.

o Check wording of prospectus statement still makes sense
If a public notice (pursuant to A.24a(6) is included in ESMA's A.36 register), a
prospectus referencing that benchmark must include without undue delay following
the publication of the public notice, that information in a clear and prominent manner

e Prospectuses - risk factors; An issuer may consider the removal of previously regulated non-
significant benchmarks from the controls/protections provided by EU BMR to be a material risk.

o Where a prospectus references non-significant benchmarks that were in scope of
current regime but will be out of scope of new regime, it is possible issuers may
decide to include new risk factor wording.

o Forexample: “For benchmarks that are in scope of the revised regime, similar risks will
apply to those which apply to benchmarks in scope of the current regime. Investors
should note however that benchmarks that fall out of scope of the revised regime
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(which have not been opted-in) will no longer be regulated in the same way in the from 1
January 2026. This means that previously mandatory requirements, for example,
regulating governance, conflicts of interest, oversight functions, input data
requirements, methodology and transparency of the methodology, requirements for
contributors and in relation to input data, will fall away.

o Among other things, there is a risk that this could mean that the methodology of such
benchmarks may be less robust, resilient or transparent (potentially being capable of
being materially amended without consultation). This may reduce or increase or affect
the volatility of the level of such benchmarks, or if the methodology is materially
amended, trigger an Index Adjustment Event or Administrator/Benchmark Event.”

e Prospectuses - disclosure on indices not in ESMA's register

o A point to note from a structured finance perspective is that proprietary indices will
almost certainly fall out of scope (as not significant)

o From a Prospectus Regulation disclosure perspective, additional disclosure will be
required to the extent the issuer previously relied on the highlighted text below but is
no longer able to do so when administrators of non-significant benchmarks are
removed from ESMA's register:

o Where the underlying is an index:

= the name of the index; (Category C)
= adescription of the index if it is composed by the issuer or by any legal entity
belonging to the same group; (Category A)
= adescription of the index provided by a legal entity or a natural person acting
in association with, or on behalf of, the issuer, unless the prospectus contains
the following statements: (Category B)
= the complete set of rules of the index and information on the
performance of the index are freely accessible on the issuer's or on
the index provider's website;
= the governing rules (including methodology of the index for the
selection and the re-balancing of the components of the index,
description of market disruption events and of adjustment rules) are
based on predetermined and objective criteria.

o Points (b) and (c) do not apply where the administrator of the index is included in the

public register maintained by ESMA under Article 36 of Regulation (EU) 2016/1011(1).
o Impact for market participants — A.28(2) EU BMR
o A28(2) EUBMR
= Requirement for supervised entities that use a benchmark to produce and
maintain robust written plans (and reflect them in fallback provisions for
financial contracts, financial instruments, and investment funds) if benchmark
materially changes/ceases to be provided and where feasible and appropriate,
designate one or several alternative benchmarks to substitute benchmarks no
longer provided, only applies to “in scope” benchmarks (so will not apply to
nonsignificant benchmarks)
= But note IOSCO statement for users of financial benchmarks
o ltalian Banking Act Article 118-bis
= The Italian legislator introduced in the Italian Banking Act Article 118-bis to
provide in-scope entities with guiding criteria / harmonized methodology in
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reflecting the written plans provided for under Article 28(2) BMR in the
contractual relationship with their clients;
= Article 118-bis has been included among the Italian transparency
requirements applicable to banking (and payment) services rendered towards
[talian clients unless an exemption applies;
= |n-scope supervised entities: entities operating in Italy either on a cross-border
basis or through the right of establishment (clients’ localisation criterion to
identify nexus with the Italian jurisdiction);
= In-scope products: banking services (e.g. current / deposit accounts);
financial services and payment services.
EU-UK comparison
o Scope; UK scope still includes non-significant benchmarks
o Who; Critical benchmark designations:
= UK:ICE Swap Rate and the WMR 4PM Fix
= EU: EURIBOR, EONIA, STIBOR, WIBOR, NIBOR
o Access
= UK equivalence broader: EEA benchmarks and Australia and Singapore
= UK transitional for non-UK benchmarks in place until end 2030
o Review; Review of UK BMR?
UK benchmark administrators will face similar issues under the new Regulation as other non-
EU administrators. However, for the time being, it seems unlikely that the Commission will
determine that the UK regime is equivalent to the EU regime for the regulation of
benchmarks even though the BMR became part of UK law after the UK left the EU with
limited amendments. Therefore, UK administrators whose benchmarks are widely used in the
EU may be required to seek recognition or endorsement of those benchmarks in the EU after

1 January 2026.

Following the passage of the Financial Services and Markets Act 2023, HM Treasury is
extending the transitional period under the UK BMR allowing the continued use in the UK of
benchmarks provided by EU and other non-UK administrators until the end of 2030. This
means that UK supervised entities will continue to be able to use (until end 2030)
benchmarks provided by EU administrators even if those administrators are no longer
supervised under the EU BMR because their benchmarks are not significant benchmarks
under the new Regulation and those administrators take no steps to qualify their
benchmarks for use in the UK under the UK BMR. Currently, EU administrators can qualify
their benchmarks for use in the UK using the equivalence regime under the UK BMR,
pursuant to an equivalence direction made by HM Treasury in 2020. However, this may
change, at least for benchmarks administered by EU benchmark administrators that cease to
be supervised under the BMR as a result of the new Regulation.
The extension of the UK transitional period also provides HM Treasury with additional time to
decide on the timing of the repeal of the UK BMR under the 2023 Act and whether and, if so,
how to restate or replace the requirements of the UK BMR in UK legislation.
o Forexample, HM Treasury might consider modifying the UK regime in a way that is
aligned with the amended EU BMR.
o This might assist UK administrators whose benchmarks are significant benchmarks
under the EU BMR if the Commission were to decide that the UK regime could be
considered equivalent to the EU regime - but would raise similar issues for EU and
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other non-UK administrators as are raised for non-EU administrators by the proposed
Regulation.

o Alternatively, HM Treasury might consider reintroducing the regime that applied in the UK
before the adoption of the BMR under which the UK only required authorisation for the
administrators of a limited class of critical benchmarks designated by HM Treasury (which
would be more in line with the approach adopted in some other non-EU countries). HM
Treasury may give more information on at least the timing of its approach when it provides
information on Tranche 3 of its plans to deliver the new UK ‘smarter regulatory framework’
under the 2023 Act.

Council adopts financial benchmarks regulation to ease burden on SMEs; The Council adopted 24
March a regulation on financial benchmarks with the aim of reducing red tape for EU companies,
particularly SMEs.

e Benchmarks are widely used by companies and investors in the EU as references in their
financial instruments or contracts. This legislation amends a regulation from 2016 regarding
the scope of the rules for benchmarks, the use of benchmarks provided by administrators
located in third countries, and certain reporting requirements.

o Main elements of the amended benchmarks regulation

o Reduced regulatory burden on administrators of benchmarks defined as non-
significant in the EU by removing them from the scope of the legislation.

o Only critical or significant benchmarks remain within the scope of the new regulation.
Administrators outside the scope of the rules will be able to request the voluntary
application of the rules (opt-in), under certain conditions.

o Extended competence for the ESMA (ESMA).

Administrators of EU Climate Transition Benchmarks and EU Paris-Aligned
Benchmarks must be registered, authorized, recognised, or endorsed to ensure
regulatory oversight and prevent misleading ESG claims.

o A specific exemption regime for spot foreign exchange benchmarks.

o Next steps; The final text will be published in the Official Journal of the EU, will enter into
force, and apply from 1 January 2026.

e Background

e The Commission presented this proposal in 2023 as part of a package of measures to
rationalise financial reporting requirements.

In its Communication ‘Long-term competitiveness of the EU: looking beyond 2030’, the
Commission stressed the importance of a regulatory system that ensures objectives are met
at minimum cost. It has therefore committed to a renewed effort to simplify and rationalise
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reporting requirements, with the ultimate aim of reducing administrative burdens by 25%,
without undermining the related policy objectives.
o Requlation on financial benchmarks
Council mandate
o Benchmarks: Council agrees its negotiating mandate (press release, 20 December

2023)

o What the EU is doing to deepen its capital markets (background information)

Council of the EU adopts financial benchmarks regulation; On 24 March, the Council of the EU
announced that it had adopted at first reading the financial benchmarks regulation with the aim of
reducing red tape for EU companies, particularly SMEs.

e The regulation amends the Benchmark Regulation (Regulation 2016/1011) (BMR) to reduce
the regulatory burden on administrators of benchmarks defined as non-significant by
removing them from the scope of the legislation. Critical or significant benchmarks will
remain within the scope of the revised BMR.

e EU administrators that are out of the scope will be able to opt-in, under certain conditions.
Additionally, the regulation will establish a revised framework for non-EU benchmark
administrators to access the EU markets by, among other things, allowing for recognition
without requiring equivalence.

e The ESMA (ESMA) is granted supervisory powers over non-EU benchmark administrators,
aligning ESMA's oversight across both the recognition and endorsement regimes.

e The amendments also provide that administrators of EU Climate Transition Benchmarks and
EU Paris-Aligned Benchmarks must be registered, authorised, recognised, or endorsed to
ensure regulatory oversight and prevent misleading ESG claims. EU Climate Transition
Benchmarks must include the acronym “CTB", and EU Paris-aligned Benchmarks must
include “PAB” in their names

e . The European Commission (EC) must assess by 30 June 2029, the appropriateness of
current ESG disclosure requirements and their alignment with other sustainability-related
regulations.

e The EC is mandated to exempt, after consultation, spot foreign exchange benchmarks
provided by non-EU benchmark administrators where the benchmark references spot
exchange rates of a third-country currency, subject to certain conditions being met. This
aims to ensure that benchmark users in the EU have access to hedging instruments where
currency controls apply.

e The regulation now needs to be adopted by the European Parliament at second reading
(currently scheduled for 8 April) before it can be published in the Official Journal of the
European Union and enter into force. The proposed application date of the amending
regulation is 1 January 2026.

e There are various transitional provisions to smooth the transition of these revisions, including
that all authorised, registered or recognised, or as endorsing administrators as of 31
December will retain that status until 30 September 2026.
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Data protection, privacy and localization

Securities Legislation

FCA five — year strategy — In a recent speech, Emily Shepperd, FCA COO, outlined the FCA's new
flve — year strategy. There are four main themes: becoming a more efficient and effective regulator,
tackling financial crime, building consumer resilience and supporting economic growth and

innovation. To support the strategy, the FCA believes there needs to be a debate about appropriate
risk appetite in the sector.

DLT, Tokenisation and Cryptoassets

EVIA Response to FCA DP 24 4; Requlating Cryptoassets; 14Mar2025.pdf

MiCAR

e Asregards the Regulation in markets in crypto-assets (MiCAR) there are still a number of
delegated acts and guidelines that are still outstanding, and we expect to see them in 2025.

e Most importantly though, throughout 2025 we will see a continuous roll out of MiCAR's rules,
in particular as the majority of Member States opted to make use of its transitional
provisions. By way of reminder, MiCAR allows Member States to apply a transitional period
for crypto-asset service providers (CASPs) that provided their services in accordance with
applicable national law before December 30, 2024. The maximum duration of such
transitional period is 18 months, i.e. until July 1, 2026. In accordance with a list published by
ESMA, the following Member States opted for transitional periods resulting in MiCAR
becoming applicable to CASPs in the course of 2025:

o

O
O
O

five months (May 31, 2025): Lithuania

six months (June 30, 2025): Latvia, Hungary, Poland, Slovenia, Finland, Netherlands
nine months (September 30, 2025): Sweden

12 months (December 31, 2025): Austria, Bulgaria, Ireland, Greece, Slovakia, Spain,
Italy (but to be able to benefit from the grandfathering period in Italy, applicant CASPs
must have applied before December 30, 2024)

The European Commission's DG FISMA will be hosting a webinar to present a recent report about

permissionless blockchains in finance. Authored by Professor Fabian Schér of the University of

Basel, the report analyses the potential of integrating permissionless blockchain technology into the

traditional financial sector.

e DG FISMA invites industry professionals, researchers, regulators, policymakers and other
stakeholders with an interest in distributed ledger technology (DLT) in finance to join this
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webinar. The continued engagement of public and private sector stakeholders is crucial for
supporting the responsible use of DLT in Europe
e 8 April 2025 @ 1400 CET

It's clear the SEC is continuing to make strides in crypto regulation, with its recent $198 million fraud
charge against PGI Global's Founder and three new developments that are set to reshape firm
obligations.

SEC & SIFMA look towards crypto regulation; 03May2025.pdf

SEC Says Stablecoins not Subject to Securities Laws; 12Apr2025.pdf

At the SEC, Paul Atkins Can Impressively Expand Opportunity; 01May2025.pdf

OCC discloses cybersecurity incident as Barr discusses impact of Al; April 14th 2025.pdf

Cryptos Resist Regulation Despite Growing Systemic, Fincrime Risks; 03May2025.pdf

UK Finally Moves on Crypto Regulation; cryptoassets, custody & trading venues within UK

requlatory perimeter through RAO; 02May2025.pdf

e Asthe 2023 Safeguarding Rule and SAB 121 are firmly on the agenda and a public
roundtable having been run by the regulator on the 25" of April, we may have sight of more
guidance — and perhaps a new rule — later this year.

¢ RIAs have even more to contend with as the SEC reshapes their leadership in a sweeping
reorganization. With Paul Atkins now confirmed as Chair of Commission, and the agency
consolidating its regional structure, preparation for more centralized oversight and
streamlined compliance is a must.

e Whistleblowers continue to be rewarded for their efforts by the regulator with a recent award
of $6 million being awarded to multiple individuals. The amount was awarded to joint
whistleblowers who provided new information leading to the start of an examination.
Remember that proactive engagement is key to recognising risks up front to identify and
prevent wrongdoing.

e The SEC is also currently evaluating whether to raise the minimum regulatory assets under
management (RAUM) threshold for registration. Currently, that RAUM threshold is $100
million. The new Chair of the SEC, Paul Atkins, seems to share the sentiments presented by
ex-Chairman Mark Uyeda, when on April 8th, he asked that the SEC staff evaluate current
thresholds given the significant increase in registered investment advisers. The review is
therefore likely set to continue and will include a public comment period before final
adoption.

e Lastly, it's worth noting that the SEC has announced a two-year extension of its effective and

compliance dates for Form N-PORT and Form N-CEN rule amendments adopted in August

2024. This means that a vast majority of registered funds will need to report on portfolio-

related information more frequently, so make sure to take this into account when reviewing

your compliance procedures.

The market share of CME Group hit a record high among cryptocurrency derivatives exchanges in
February, despite overall volumes in the market declining to a five-month low. Both spot and
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derivatives markets registered declines for the second month in a row. The drop in activity came during
a time of elevated uncertainty in markets, due to expectations that the US would impose tariffs on its
trading partners in March. This pushed prices in crypto markets to new 2025 lows.

Trading activity in crypto markets dropped to levels last seen in October, with the combined
spot and derivatives volume on centralised exchanges totalling $7.2 trillion for February, down
21% compared with the previous four weeks. The findings come from Coindesk Data’s latest
exchange review report.

Despite lower overall activity, the market share of the CME hit an all-time high with 4.67% of
the overall derivatives space, which totalled $4.9 trillion in February. This was also a five-
month low. Volumes on the CME registered the first monthly decline in fve months with a
20% drop to $229 billion, with BTC futures making up $175 billion while ETH contracts made
up the rest.

“The drop in the trading activity on the exchange coincides with the decline in BTC CME
annualised basis, which fell to 4.08% last month, the lowest since March 2023," the report
states.

CME's market share increase reflects a decline in trading activity on retail platforms such as
Binance and OKX, both of which experienced significantly lower volumes.

Total open interest, meanwhile, fell to the lowest level since November as all trading pairs on
centralised exchanges saw declines. Total open interest stood at just shy of $79 billion, the
lowest since November 5, ahead of the US elections.

Bitcoin prices have dropped more than 11% since the start of the year to hover above $82k in
mid-March, giving back gains sustained following the election of President Trump.

Peter Kerstens; Adviser at European Commission;

| am always amused (or better irritated) when people talk about the reverse solicitation *
exemption' in Mica. Put simply, there is no exemption. Mica simply specifies that its territorial
and personal scope is limited to the EU and persons targeting/soliciting business from EU
customers.

How the latter is going to be enforced against foreign operators with no presence or assets in
the EU remains a mystery to me, but that is another matter. So put simply: If you are a non-EU
crypto service provider and you are not soliciting business from the EU, Mica simply does not
apply to you.

What amounts to solicitation is a question of facts and circumstances. But if you are a crypto
service provider in a foreign country, minding your own business and not doing anything to
attract business from the EU, and some EU person walks into your virtual crypto shop and
wants to buy your wares, there is nothing EU authorities can or should do about this. And you
just as much as | don't like the term coined for it by ESMA - a "prohibition". To me, it's a matter
of MiCA's non-applicability to service providers which do not qualify as a CASP offering its
services to or from the Union —

.. why does ESMA propose you refrain from providing services to EU clients and geo-block
them if you are a third-country entity?

Deutsche Borse Group's post-trade business, Clearstream, has enhanced its custody service by
starting to provide access to crypto assets, in association with sister company Crypto Finance as
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sub-custodian. The offering is expected to be launched in April this year, and follows Crypto Finance
obtaining a MiCAR license in January, enabling the company to serve clients across Europe while
solidifying its regulatory compliance.

“Offering crypto custody is the next step on Clearstream'’s journey to digitise financial
markets,” says Jens Hachmeister, head of issuer services and new digital markets at
Clearstream. “The institutional-grade, regulatory compliant solution offers clients access to
new asset classes while enjoying the best features of our trusted and established post-
trading systems.”

The firms claim they are setting “a new standard for the management of crypto assets” and
that the collaboration “marks another milestone in the development of harmonised digital
financial markets and highlights Deutsche Borse Group’s aim of balancing innovation with
security.”

“This offering [means] Deutsche Borse Group now not only covers native services via direct
interface, but also leverages traditional rails that are implemented with most financial market
participants, meaning a very convenient offering to any financial institution who wishes to
enter the crypto industry,” says Stijn Vander Straeten, CEO Crypto Finance Group.

The offering will launch supporting the two largest cryptocurrencies, bitcoin and ethereum,
but Clearstream says further expansion into other crypto currencies will be considered,
depending upon client demand.

Guidelines on explanations and opinions, and the standardised test for crypto-assets under MiCA; On

10 March 2025, the ESMA published the official translations of the European Supervisory Authorities
(ESA) guidelines on templates for explanations and opinions, and the standardised test for crypto-
assets, under Article 97 (1) of the Regulation on markets in crypto assets (MiCA).

The guidelines apply from 12 May 2025.

Member State competent authorities must notify an ESA as to whether they comply or intend
to comply with the guidelines, or otherwise with reasons for non-compliance. They must do
this within two months of the translations being published.

Financial market participants and financial institutions are not required to report whether they
comply with the joint guidelines.

MiCA Delegated Regulations and Implementing Regulation published in OJ; On 37 March 2025, the

following Delegated Regulations supplementing the Markets in Crypto-Assets Regulation were
published in the Official Journal of the EU. = The Delegated Regulations and the Implementing
Regulation enter into force 20 days after publication in the OJ (20 April 2025).

Commission Delegated Regulation (EU) 2025/300 of 10 October 2024 supplementing MiCA
with regard to regulatory technical standards on information to be exchanged between
competent authorities.

Commission Delegated Regulation (EU) 2025/305 of 31 October 2024 supplementing MiCA
with regard to RTS specifying the information to be included in an application for
authorisation as a crypto-asset service provider 2025/413.

Commission Delegated Regulation (EU) 2025/413 of 18 December 2024 supplementing
MiCA with regard to RTS specifying the detailed content of information necessary to carry out
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the assessment of a proposed acquisition of a qualifying holding in an issuer of an asset-
referenced token.

Commission Delegated Regulation (EU) 2025/414 of 18 December 2024 supplementing
MiCA with regard to RTS specifying the detailed content of information necessary to carry out
the assessment of a proposed acquisition of a qualifying holding in a crypto-asset service
provider.

Commission Delegated Regulation (EU) 2025/422 of 17 December 2024 supplementing
MiCA with regard to RTS specifying the content, methodologies and presentation of
information in respect of sustainability indicators in relation to adverse impacts on the
climate and other environment-related adverse impacts.

Commission Implementing Regulation (EU) 2025/306 of 31 October 2024 laying down
implementing technical standards for the application of MiCA with regard to standard forms,
templates and procedures for the information to be included in the application for
authorisation as a crypto-asset service provider.

MiCA: Published in OJ — Delegated Regulations on content and format of order book records and

presentation of transparency data On 14 March 2025, there was published in the Official Journal of

the EU (OJ):

Commission Delegated Regulation (EU) 2025/417 of 28 November 2024 supplementing the
Regulation in markets in crypto assets (MiCA) with regard to regulatory technical standards
(RTS) specifying the manner in which crypto-asset service providers (CASPs) operating a
trading platform for crypto-assets are to present transparency data.

Commission Delegated Regulation (EU) 2025/416 of 29 November 2024 supplementing
MiCA with regard to RTS specifying the content and format of order book records for CASPs
operating a trading platform for crypto-assets

Both Commission Delegated Regulations enter into force on the twentieth day following its
publication in the OJ (3 April 2025).

Guidelines on explanations and opinions, and the standardised test for crypto-assets under MiCA:

Standardised test for the classification of crypto-assets

17. Competent authorities and other persons to whom these Guidelines are addressed should
apply a common approach to determine the classification of a crypto-asset on a case-by-
case basis taking into account all the attributes of the token in question in accordance with
the flow chart provided in Annex C.
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18. Competent authorities and other persons to whom these Guidelines are addressed should
determine if there is a digital representation of a value or right, these being the necessary
attributes of a crypto-asset as defined in Article 3(1) point (5) of Regulation (EU) 2023/1114.
The terms ‘value’ and 'right’ should be interpreted broadly in accordance with recital (2) of that
Regulation. Crypto-assets with no-intrinsic value, but having a value attributed to them by the
seller / buyer or by market participants4 should be treated as digital representations of value.
19. Competent authorities and other persons to whom these Guidelines are addressed should
also assess if the digital representation of the value and/or right can be transferred and
stored electronically using distributed ledger technology (DLT) or similar technologies. A
token may be considered ‘non-transferable’ only where at least the following conditions are
satisfied (i) the token is accepted only by the issuer or offeror, and (i) there is no technical
possibility for the token to be transferred by a holder to persons other than the issuer or
offeror (recital (17) of Regulation (EU) 2023/1114). To assess if a technology is similar to DLT
the functional attributes of such technology should be considered, including the basis on
which the records (the ledger) are held, shared and how consensus is achieved (i.e. the
functioning of any consensus mechanism).
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20. If both elements (digital representation of a value and/or right, and transferred and stored
electronically using DLT or similar technology) are satisfied competent authorities and other
persons to whom these Guidelines are addressed should consider that the token is
compatible with a crypto-asset for the purposes of Regulation (EU) 2023/1114.

271. In order to determine if the crypto-asset is within the scope of Regulation (EU) 2023/1114,
competent authorities and other persons to whom these Guidelines are addressed should
assess all of the exclusions identified in Article 2, points (2) to (4) of Regulation (EU)
2023/1114:

Article 2(2): is the issuer or offeror a person referred to in that paragraph? MiCAR does not
apply to persons who provide crypto-asset services exclusively for their parent companies, for
their own subsidiaries or for other subsidiaries of their parent companies; liquidators or
administrators acting in the course of an insolvency procedure (except for the purposes of
Article 47 of MiCAR); the ECB, central banks of the Member States when acting in their
capacity as monetary authorities, or other public authorities of the Member States; the
European Investment Bank and its subsidiaries; the European Financial Stability Facility and
the European Stability Mechanism; public international organisations.

Article 2(3): is the crypto-asset unique and not fungible with other crypto-assets?5 In
assessing if the crypto-asset is unique and not fungible, competent authorities and other
persons to whom these Guidelines apply should have regard to Article 2(3) and recital (11) of
Regulation (EU) 2023/1114 as well as the Guidelines on the conditions and criteria for the
qualification of crypto-assets as financial instruments.6

Article 2(4): does the crypto-asset qualify as a relevant product enlisted in that paragraph?
Regulation (EU) 2023/1114 does not apply to financial instruments, deposits, structured
deposits, funds (except e-money tokens), securitisation positions (per Regulation (EU)
2017/24027), insurance products and reinsurance contracts (per Directive 2009/138/EC),
pension products primarily providing retirement income, officially recognised occupational
pension schemes (per Directives (EU) 2016/23418 and 2009/138/EC9), employer-mandated
individual pension products, pan-European Personal Pension Products (per Regulation (EU)
2019/123810), and social security schemes (per Regulations (EC) No 883/200411 and (EC)
No 987/200912).

22. Without prejudice to any other relevant materials, the information referred to in paragraph
13 of these Guidelines should be taken into account for the purposes of assessing whether
the cryptoasset is a:

financial instrument, competent authorities, and other persons to whom these Guidelines are
addressed should apply the Guidelines issued by the ESMA under Article 2(5) of Regulation
(EU) 2023/1114;

deposit, competent authorities and other persons to whom these Guidelines are addressed
should refer to EBA's 2014 Opinion and Report and 2020 Opinion on the perimeter of credit
institutions, which provide indications on the notion of ‘deposit'14 and to the EBA's 2024
Report on structured deposits15;

insurance product or insurance contract, competent authorities, and other persons to whom
these Guidelines are addressed should recall that there is no explicit definition of insurance at
EU level, either as an activity or a contract.16
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e If none of the exclusions referred to in paragraph 22 apply, competent authorities and other
persons to whom these Guidelines are addressed should assess the characteristics of the
crypto assets to determine if the crypto-asset is an EMT, ART or other crypto-asset under
Regulation (EU) 2023/1114 and should take into account the following:

a. Does the crypto-asset purport to maintain a stable value by referencing only the value of a
single official currency? If so, it is to be classified as an EMT pursuant to Title IV of Regulation
(EU) 2023/1114.

b. If the crypto-asset does not purport to maintain a stable value by referencing only the value of
a single official currency, does it purport to maintain a stable value by reference to another
value or right (or combination thereof), including one or more official currencies? If so, it is to
be classified as an ART pursuant to Title Ill of Regulation (EU) 2023/1114.

c. If the crypto-asset does not purport to maintain a stable value by referencing another value or
right (and is therefore not an ART or EMT) it is to be classified as a crypto-asset pursuant to
Title Il of Regulation (EU) 2023/1114.

SEC targets clarity on crypto policy framework SEC commissioners signaled a collaborative shift
toward setting clearer crypto rules at the agency's first digital assets roundtable, with Acting Chair
Mark Uyeda and Commissioner Hester Peirce highlighting efforts to define crypto classifications and
issue guidance beyond enforcement. Peirce suggested NFTs could be next for regulatory clarity, as
industry lawyers pressed for simpler frameworks to enable broader innovation. CoinDesk (UK)
(38/21), Pensions & Investments (free access for SmartBrief readers) (3/21), Futures & Options
World

In a letter to the Crypto Task Force established by the US SEC in response to its call for feedback,
hedge fund association AIMA has called for a principles-based regulatory approach from the SEC
towards crypto assets. AIMA's Digital Assets Working Group says that such an approach establishes
regulatory clarity and legal certainty, by recognising that crypto assets encompass various asset types
with distinct regulatory considerations. It also avoids a “one-size-fits-all approach that will allow
regulators to tailor their responses to accommodate emerging technologies and products while
maintaining investor protections.

e Such an approach, AIMA argues, will encourage competitive market growth and support US
businesses, developers, and other market participants in the US by fostering a pro-innovation,
regulatory framework.

¢ Interms of specific recommendations, AIMA argues that the SEC should withdraw the
proposed Safeguarding Rule, as its requirements for crypto assets are “unworkable”: provide
guidance or modify existing Custody Rule provisions to account for the unique characteristics
of crypto assets, while ensuring investor protection; and collaborate closely with the CFTC
and other relevant agencies on matters related to the jurisdiction of the crypto market. The
hedge fund association also calls for the establishment of an objective, principles-based
framework for categorising crypto assets to reduce uncertainty and regulatory overreach and
clarity over which staking activities do not constitute securities transactions and permit
protocol staking in ETFs, with appropriate investor safeguards.

e “To foster innovation and protect investors, the SEC should establish clear and workable rules
in the area of digital assets,” says AIMA CEO Jack Inglis. “This isn't just a crypto issue, it
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matters to the alternative asset management industry, which needs regulatory clarity to
participate responsibly. The US has what it takes to lead, but it needs a framework that
matches the speed and scale of this technology”

US House introduces stablecoin bill The US House of Representatives has introduced the Stablecoin

Transparency and Accountability for a Better Ledger Economy Act, aiming to regulate dollar-
denominated digital tokens. The Senate has already advanced its version of the bill. "The new version
will close the gap between the House efforts and the Senate version of the bill" says Rep. Bryan Steil,
R-Wis., chair of the House Financial Services Committee's digital assets subcommittee. The Block

(8/26), CoinDesk (UK)
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Table 1: CBDC Reference Architecture Components

Operating Model: What are the key responsibilities in the CBDC ecosystem and who is responsible for what? What roles

do intermediaries play? Are they compensated (e.g., by charging transaction fees)?

Key Management: How does central bank and other CBDC stakeholders/roles ensure the confidentiality, integrity, and

availability of cryptographic keys?

From Production to Distribution to Transferring

Platform Layer

CBDC production, transfers and
record-keeping:

- Platform technology (core
ledger attributes (balance- v
provenance-based), centralized
v distributed access and
governance)

- Privacy (who sees what?)

Asset Layer

Core functions and constitutive
attributes:

- Unit characteristics (entry- v
object-based, remuneration,
unique unitidentifiers,
denominations,
programmability)

- Production characteristics
(authorization, govermnance and

Service Layer

Functions that utilize the CEDC
to facilitate financial services
implementation:

- Programmable payments?

Access Layer

Functions and interfaces that
enable clients such as users,
applications, and other market
components, to engage with the
underlying service, asset, and
platform infrastructure layers:

- Online wallets

- Offline wallets

- Holding/transaction limits

isolation)

- Supply release and removal
= Unit rights (usage/holding
limits and fungibility)

Interoperability: How does the CBDC interact with other digital assets and liabilities?

Central banks are exploring and launching CBDCs with several motivations in mind. Retail
CBDC could help improve or safeguard the ability of individuals to make payments, by
overcoming challenges such as cash shortages in remote areas, and merchants’
unwillingness to accept cash. In areas where cash usage is declining, retail CBDC can provide
public access to risk-free central bank money in digital form. Retail CBDC could potentially
help lower some of the barriers to financial inclusion in countries with underdeveloped
financial systems, low financial penetration, or low access to high quality affordable financial
products and services that fit user needs

Central banks are also considering retail CBDC to maintain monetary policy effectiveness in
the face of falling cash usage in parts of the world. Also retail CBDC could potentially improve
the competitiveness of the domestic currency versus foreign currencies or other privately
issued digital money if it is well-designed with attractive use features.

Also, because of large economies of scale and network effects, retail payment systems could
be dominated by a few very large private service providers (PSPs). This could subject
payment systems to risks such as lack of contestability, high fees, and service disruptions. If
designed to encourage participation of private PSPs, a retail CBDC could also stimulate
innovation and competition that may help lower payment fees and improve payment system
efficiency.

This technical report presents a reference architecture for CBDCs. This framework provides a
foundational structure for comprehending CBDCs as digital asset platforms within the digital
monetary system, emphasizing the critical role of standards for interoperability. By applying
the framework to diverse CBDC projects such as JAM-DEX (Jamaica), DCash (Eastern
Caribbean), Sand Dollar (Bahamas), mBridge (BIS) and ePeso (Uruguay) and others, we have
demonstrated its effectiveness in identifying differences in technical functionality that can
guide the development of interoperable DC systems through the reference architecture. The
findings underscore the framework's potential to promote collaboration and communication
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among central banks, ultimately paving the way for a more efficient, inclusive, and
interoperable digital monetary landscape.

Al, Digital finance, SupTech, RegTech & FinTech

U.K. and EU: Artificial intelligence

U.K. EU Al Act

U.K. consultation on legislation regulating the Rules on GPAI models apply, and

largest providers of Al systems following the provisions on penalties

Government's response to the House of Commons

Science, Innovation and Technology Committee

report on the governance of Al

2025 2 FEBRUARY 2025 2 AUGUST 2025 2 AUGUST 2026
EU Al Act EU Al Act
Certain Al systems will be prohibited EU Al Act mostly applies

One of the key issues for financial institutions will be to determine their status under the EU Al Act
each time they are using, deploying or distributing Al models or solutions. Will IDBs and TVs deploy
Al, and will they be categorised as Al Providers” — which is quite onerous.

The EU's prescriptive Al Act has entered into force, with rules for generative Al applying from August
2025. The UK is instead proceeding with its flexible, principles-based approach, requiring no new
regulatory frameworks in the short term. However, in the face of geopolitical developments, both
jurisdictions are simultaneously reconsidering their overall balance between competitiveness and
regulatory safeguards.

UK developments

The BoE/FCA's latest Al survey has shown that 75% of firms are already using some form of
Al in their operations — up from 53% in 2022. This increase is not being driven solely by back-
office efficiency gains but also includes significant use cases such as credit risk
assessments (an activity designated as ‘high risk’ under the EU Al Act), algorithmic trading
and capital management.

To investigate this trend, the Treasury Committee has launched a Call for Evidence on the
impacts of the increased use of Al in banking, pensions and other areas of financial services.
And the Bank of England'’s Financial Policy Committee has published an assessment of Al's
impact on financial stability.

Nonetheless, for now, the UK government is continuing with its principles-based approach —
see more in our previous articles here, here and here. The BoE/PRA and FCA have
determined that their existing toolkits remain appropriate to address the risks posed by Al as
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these risks are ‘not unique’. Being predominantly outcomes-focused, these toolkits provide
sufficient agility to adjust to unforeseen technology and market changes.

e This approach is being reinforced by the wider push for growth and competitiveness (see
more in our article here). With Al seen as a key “engine for growth”, the government'’s focus is
pivoting away from safeguards and towards innovation (while still, of course, accounting for
national security).

o Forexample, at the Paris Al Action Summit in February, the UK and US were the only two
countries to opt-out of signing the non-binding international declaration on ‘inclusive and
sustainable’ Al.

e The government has renamed its Al Safety Institute to become the Al Security Institute.

The statement announcing this renaming promised that the rebranded institute “will not
focus on bias or freedom of speech,” but instead will prioritise unleashing economic growth.

e The FCA continues to encourage innovators and wider stakeholders to engage with its Al
Lab initiatives (including its recent Al Sprint).

e And the government has issued a response to the Al Opportunities Action Plan, endorsing
almost all of the original 50 recommendations — including setting up Al “growth zones”,
creating a “sovereign Al unit” and requiring regulators to publicly report annually on their
activities to promote Al innovation. The response also confirmed that there will be a
consultation on legislation to protect against risks associated with the “next generation of
the most powerful models”.

EU developments

e Inthe EU, the Al Act has entered into force with rules for generative models applying from
August 2025. The Act classifies Al applications into risk levels, introducing stringent
requirements for the most high-risk areas.

e Thisis being complemented by additional lower-level FS guidance from the European
Supervisory Authorities (ESAs), demonstrating how existing sectorial legislation should be
interpreted in the context of Al (e.g., statement from ESMA on ensuring compliance with
MIFID II, consultation from EIOPA on Al risk management).

e Member States have until August 2025 to designate the national competent authorities that
will oversee application of the Act’s rules within their jurisdiction and carry out surveillance.
As the capitals are expected to select different types of authority (e.g., data protection,
telecommunications, bespoke Al bodies), certain challenges are expected. In particular, these
authorities will need to ensure they find a ‘common language’ and avoid regulatory
fragmentation.

e Inadvance of full applicability of the Act (from August 2026), some Member States (e.g.,
Spain, Italy) have chosen to implement their own national rulebooks. These rulebooks will
need to be monitored and updated to reflect any future amendments to the Act.

e Beingthe first Al law by a major jurisdiction, the Al Act represented a major regulatory
milestone. However, its prescriptive nature arguably reduces its ability to remain agile in the
face of fast-moving technology. In fact, during negotiations, the underlying risk classification
system had to be amended to account for the emergence of general-purpose Al. And as with
the UK, the EU is also having to reconcile its approach with increasing calls for international
competitiveness.
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e The Al Code of Practice (COP) for General Purpose Al complements the Act and aims to
provide more detailed guidance for companies to ensure they adhere to ethical standards,
even for systems that aren’t considered high-risk. If successful, the EC can give the COP a
legal standing for providers to self-certify conformity with as part of their compliance. Due to
be completed in May, the COP has already been significantly watered-down (or “simplified”)
during drafting — mostly in response to industry concerns and to align with the simplification
agenda. The third draft has introduced much greater flexibility on copyright requirements,
along with further adjustments to high-risk safety and security measures, and transparency
reporting obligations.

e The EU has also launched a €200 billion InvestAl strategy, signalling an increasing reliance on
private capital to fuel growth in this area. These sources of private funding could also push
policymakers to reduce the compliance burden.

International developments

e Although individual jurisdictions — like the UK and EU — are being influenced by the drive for
competitiveness, the international standard setters continue to focus on risks (and
mitigants).

e The IMF has flagged concerns around herding and concentration risk in capital markets,
especially if trading strategies become largely derived from open-source models. As a result,
they urge national regulators to provide guidance on model risk management and emphasise
stress testing.

e |0SCO has echoed these concerns, identifying most-commonly cited Al risks to include
concentration, third-party dependencies and data considerations. These risks become more
concerning when paired with the trend of increasing use of Al to support decision-making.

What this means for firms

o Despite any movement towards regulatory “simplification”’, firms still need to ensure their risk
and control frameworks properly account for Al use.

e Those firms with a footprint in the EU must begin navigating the Al Act as a baseline — either
building new or uplifting existing governance and control frameworks.

e UK firms currently do not have a prescriptive rulebook to comply with. However, in many
ways, their task is more difficult, as the onus is left on them to figure out how to manage this
rapidly changing technology.

UK Finally Moves on Crypto Regulation; cryptoassets, custody & trading venues within UK regulatory
perimeter through RAQ; 02May2025.pdf; UK Government has released draft legislation for regulating
cryptoassets. The legislation defines the scope of which assets and activities will be captured in the
scope of the future cryptoasset regime. HM Treasury invites technical comments until 23 May 2025
and plans to legislate before the end of the year.

¢ New regulated activities
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e The draft Financial Services and Markets Act 2000 (Regulated Activities and Miscellaneous
Provisions) (Cryptoassets) Order 2025 amends existing legislation to bring cryptoassets
within the regulatory perimeter for financial services.

e Forexample, it introduces new regulated activities such as issuing a qualifying stablecoin,
operating a qualifying cryptoasset trading platform, and safeguarding qualifying cryptoassets
and specified investment cryptoassets. It also provides for exclusions from those activities.

e Unless an exclusion applies, firms providing these services in (or, in some cases, to) the UK
will in due course need to be authorised and supervised by the UK Financial Conduct
Authority. Once the regime takes effect, these firms must comply with the FCA's rules on, for
example, transparency, consumer protection and operational resilience.

e Scope

e Thedraft law is important for determining what is going to be in and out of scope of the
future regime. For example, a key consideration will be the geographic perimeter of the
regime. Some overseas firms which deal with UK consumers will need to be authorised in the
UK if they provide certain activities but others, such as those dealing only with institutional
customers, may not be caught in certain circumstances.

¢ Ina policy note published alongside the draft legislation, HMT confirms that the regime is not
intended to apply to truly decentralised arrangements (DeFi).

e Transitional arrangements

e The FCA will allow firms to submit applications for authorisation before the regime starts to
apply. The draft law envisages allowing firms that choose not to apply, or which are
unsuccessful in their application, additional time to wind-down their UK business.

e Background

e In 2023 HMT published its plans for a future cryptoasset regulatory regime — see our
blogpost: UK confirms regulatory policies aimed at creating a “global hub” for crypto. Last
year the government confirmed that it would proceed with the regime broadly in line with
those previously published proposals.

o Next steps

e HM Treasury welcomes technical comments on the draft law by 23 May 2025. It will
separately publish provisions relating to the market abuse and admissions and disclosures
regimes for cryptoassets.

Data Daze: I0SCO Report on the Technological Challenges to Effective Market Surveillance I0SCO
has released a paper following its thematic review on the technological challenges to effective market
surveillance. This follows an earlier (2013) I0SCO Report on the subject, and sets out I0SCO’s findings
in relation to each of its original 8 recommendations.

e Several issues of concern are noted in the report, in relation to the implementation of the
recommendations. The theme underlying them all is the difficulty of analysis the data
involved, particularly due to reasons of:

o Size: some regulators reporting being overloaded by HFT data
o Format & quality: deficiencies and inadequate standards present practical obstacles
to reconstructing/analysing order books
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o Cross-venue analysis: products traded across multiple venues (an increasing
phenomenon) require integrated order/trade analysis and automated surveillance
methods.

o Cross-border analysis: cross-border market activity is a real challenge for regulators,
“‘most” of whom have not fully mapped their cross-border surveillance capabilities.
The result is there are “gaps” in the data.

o Alongside these interesting themes based on past practice, the report touches at several
points on new challenges (and opportunities) — especially on machine learning & Al. The use
of these technologies to analyse order/trade patterns and strategies is clearly not yet
mainstream, although examples are cited from the UK and France.

Role Definition
A natural or legal person that develops, or has developed, an Al system or
. GPAI model and places it on the market or puts it into service under its own
Provider :
name or trademark, either for payment or free of charge (e.g., OpenAl).
Product manufacturers may be considered a provider in certain situations.
An individual or legal person using an Al system under its authority, except
Deployer where the Al system is used in the course of a personal non-professional
activity.
An EU individual or company that places on the EU market an Al system that
Importer ) o
has the name or trademark of a third-country individual or company.
Distributor An individual or company in the supply chain (other than the provider or
importer) that makes an Al system available on the EU market.
Authorised A natural or legal EU person who has received and accepted a written
representative of a | mandate from a provider of an Al system or GPAI model to perform and
non-EU provider carry out on its behalf the obligations and procedures under the Al Act.

EU: Artificial intelligence For providers and deployers of high-risk Al systems that are regulated
financial institutions subject to internal governance, arrangements or processes requirements under the
EU's financial services legislation, limited derogations apply, and they can integrate the record-keeping
and log keeping arrangements with those under EU financial services law

Risk Level Description
Minimal risk |Al systems are free from regulatory obligations under the Al Act.
Al systems are subject to transparency obligations, such as disclosing Al-generated

Limited risk content so users can make informed decisions on further use.
Al systems are subject to more onerous obligations, including: <ul><li>Risk
management systems must be established, implemented, documented, and
maintained.</li><li>Detailed technical documentation to demonstrate

High risk compliance.</li><li>Design and development ensuring transparency for deployers to

interpret outputs.</li><li>Training, validation, and testing of high-quality datasets
with proper governance.</li><li>Al systems must maintain accuracy, robustness,
cybersecurity, and consistent performance throughout their
lifecycle.</li><li>Ensuring Al is subject to human oversight, proportionate to risks,
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Risk Level Description

autonomy, and context of use.</li><li>Quality management systems, including
accountability frameworks, regulatory compliance strategies, data management,
technical specifications, validation procedures, post-market monitoring, and incident
reporting.</li></ul>

Al systems that are prohibited due to harmful effects, including: <ul><li>Cognitive
behavioural manipulation.</li><li>Untargeted scraping of facial images from the
internet or CCTV.</li><li>Emotion recognition in workplaces and educational
institutions.</li><li>Social scoring.</li><li>Biometric categorisation to infer sensitive
data.</li></ul>

Unacceptable
risk

U.K.: Artificial intelligence

e Government response to the House of Commons Science, Innovation and Technology
Committee report on the Governance of Al

e Government response to recommendations made in the independent report of Matt Clifford,
the Al Opportunities Action Plan.

/ Financial institutions \

should look out for the
U.K. government’s:
+ consultation on applying

Following the government's
announcement that it will
consult on legislation to bring
in requirements for the largest
Al models, the UK. seems to
be pressing towards an Al act
of its own

legislative requirements
on the most powerful Al
models; and

+ implementation of the Al
Opportunities Action Plan

as business possibilities
may arise /

HE P 56 KR GER us

European Data Protection Board releases report on LLMs; On 710 April 2025, the European Data
Protection Board (EDPB) released its Al Privacy Risks and Mitigations Large Language Models (LLMs)
Report (the Report).

e Thisisthe latest installation of the EDPB's ‘Support Pool of Experts’ programme, an initiative
aimed at collating guidance for Data Protection authorities (DPAs) from a range of industry-
leading experts. The Report is designed to assist DPAs in understanding LLMs, the way they
function, and the risks associated with their use.
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e The Report proposes a risk management methodology to identify, assess and mitigate
privacy and data protection risks with the use of LLMs. It also provides use cases to explore
the application of this risk-management framework in a range of practical scenarios.

e Aswell as serving as a practical tool for developers and users of LLMs, the Report also
supports the requirements of GDPR Article 25 and Article 32. While it is not intended to
replace a Data Protection Impact Assessment (DPIA), as required under Article 32, it can be
used to compliment the DPIA process

Al faces closer scrutiny from Bank of England; On 9 April 2025, the Bank of England's Financial Policy
Committee (FPC) released the “Financial Stability in Focus” report, examining the implications of Al on
the UK's financial system. The report highlights the emerging risks associated with Al adoption in the
finance sector. The key risks include:

e Reliance on Al for core decision-making: Banks’ and insurers’ increasing reliance on Al for
core financial decision-making could introduce financial stability risks if common
weaknesses in widely used models cause many firms to misestimate certain risks, leading to
mispricing and misallocation of credit.

e Market manipulation: Autonomous Al systems could identify and exploit market weaknesses,
potentially triggering or amplifying financial volatility. The FPC warns that such models might
learn that stress events increase profit opportunities and that periods of extreme volatility
were beneficial for the firms they were trained to serve, leading them to take actions that
heighten the likelihood of such events.

¢ Herding and market concentration: The widespread use of similar Al models may result in
firms taking increasingly correlated positions and acting in a similar way during a stress,
thereby amplifying shocks.

e Operational dependencies: Financial institutions generally rely on providers outside the
financial sector for Al-related services. Reliance on a limited number of Al service providers
could introduce systemic risks, as malfunction in a widely used Al system might have
cascading effects across the financial sector.

o Cybersecurity threats: While Al could increase firms’ cyber defensive capabilities, it could
also increase malicious actors’ capabilities to carry out cyberattacks against the financial
institutions.

e The FPC stated that a key area of focus for the Bank of England will be working with industry,
including through the Al Consortium (a collaborative Al policy group), to understand how Al is
being deployed and to share good practice for managing Al-related risks. The FPC also
highlighted the potential need for regulators to evolve existing guidance and regulation to
support the safe adoption of Al across the industry.

Al faces closer scrutiny from Bank of England; On 9 April 2025, the Bank of England’s Financial Policy
Committee (FPC) released the “Financial Stability in Focus” report, examining the implications of Al on
the UK's financial system. The report highlights the emerging risks associated with Al adoption in the
finance sector. The key risks include:
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Reliance on Al for core decision-making: Banks’ and insurers’ increasing reliance on Al for
core financial decision-making could introduce financial stability risks if common
weaknesses in widely used models cause many firms to misestimate certain risks, leading to
mispricing and misallocation of credit.

Market manipulation: Autonomous Al systems could identify and exploit market weaknesses,
potentially triggering or amplifying financial volatility. The FPC warns that such models might
learn that stress events increase profit opportunities and that periods of extreme volatility
were beneficial for the firms they were trained to serve, leading them to take actions that
heighten the likelihood of such events.

Herding and market concentration: The widespread use of similar Al models may result in
firms taking increasingly correlated positions and acting in a similar way during a stress,
thereby amplifying shocks.

Operational dependencies: Financial institutions generally rely on providers outside the
financial sector for Al-related services. Reliance on a limited number of Al service providers
could introduce systemic risks, as malfunction in a widely used Al system might have
cascading effects across the financial sector.

Cybersecurity threats: While Al could increase firms'’ cyber defensive capabilities, it could
also increase malicious actors’ capabilities to carry out cyberattacks against the financial
institutions.

The FPC stated that a key area of focus for the Bank of England will be working with industry,
including through the Al Consortium (a collaborative Al policy group), to understand how Al is
being deployed and to share good practice for managing Al-related risks. The FPC also
highlighted the potential need for regulators to evolve existing guidance and regulation to
support the safe adoption of Al across the industry.

FCA shares Al themes and launches Al test service; The results of its recent Al Sprint show how

important it is financial firms to protect consumers as they integrate Al into their business. The FCA has
also announced that it will launch a service for regulated firms to test Al models.

OO

Al Sprint discussions; The FCA has published the results of its Al Sprint held earlier in the
year. Four common themes from participant discussions were:

Regulatory clarity: Areas where the FCA could explain how existing rules apply to Al.
Trust and risk awareness: Consumer trust is “vital” to realise the full benefits of Al.
Collaboration and coordination: Public and private partnership is needed.

Safe Al innovation through sandboxing: A safe space to test responsible innovation.

Discussions on the regulatory framework for financial services covered, among other things:
o Governance: Accountability for Al within firms, including under the Senior Managers
and Certification Regime (SMCR).
o Explainability and transparency: Telling customers about how Al models are used.

o Fairness: Managing risk of bias and impact on vulnerable customers.

o Market risks: Including how they are covered by principles and outcomes-based
regulation.

o Outsourcing and critical third parties: How existing regulation can manage third party
risks.
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e The Al Sprint will feed into the FCA's future work on Al in financial services. The topics listed
above hint at the areas that the FCA will engage with firms about in their supervisory work.
Firms should be particularly mindful to ensure ongoing compliance with the Consumer Duty
as they roll out Al which could impact outcomes for retail consumers.

e Automation in the customer journey presents risk if it removes the nuance interaction with
human customer support offers in circumstances in which this would be beneficial. This is a
particular risk in the case of vulnerable customers, where the FCA has identified real benefits
from more tailored responses. Add in Al and the risks grow due to the risk of coding-in bias
or assumptions that disproportionately negatively impact a particular subset of your target
market.

e That said, there also are real benefits to consumers from using Al. The FCA's recent feedback
on firms' treatment of vulnerable customers highlighted the use of an Al tool to review call
recordings to check if customers mentioned potential characteristics of vulnerability as good
practice. Firms should think carefully about the intended (and unintended) consequences of
any Al tool they are considering entering into their business.

o Al Live Testing; Insights from the Al Sprint have led to the FCA developing a testing
programme as part of its Al Lab. From September 2025, a live testing service will allow firms
to work with the FCA while they check that their new Al tools are ready to be used. The
service is aimed at firms which are ready to deploy consumer or market-facing Al models.

e The FCA has launched an Engagement Paper on its proposed approach for Al Live Testing.
The FCA wants to hear about the primary blockers for live market deployment of Al models
and whether the Al Live Testing would address these challenges. It invites feedback by 10
June 2025.

e The Al Live Testing is initially expected to run for around 12 months. A report in spring 2026
will evaluate its impact. If successful, it may be made a permanent service.

Bank of England considers financial stability implications of Al; In a new report it highlights the
benefits Al can bring but also notes the potential impact it could have on financial stability. The Bank of
England pledges to work with the industry to better understand how Al is being used by firms and
acknowledges that more regulation may be needed to support the safe adoption of Al.

¢ Reaping the benefits of Al in finance

e Thereport, published by the Bank of England’s Financial Policy Committee, summarises how
financial services firms are currently leveraging Al to improve operational efficiency,
highlighting the productivity gains it is already bringing to financial institutions.

e The report notes how firms are employing Al to benefit their customers by enhancing the
range of products offered, improving customer interactions and combatting fraud. It also
looks ahead to a world in which Al deployment is not limited to low-risk applications but is
more deeply integrated into firms’ core financial decision-making.

e Risk landscape and FPC's areas of focus

e The FPC is keeping tabs on four areas which could threaten financial stability in the future:

e Alin core financial decision-making: Using Al in business functions could have “a direct
impact on the financial position of the firm and outcomes for customers”. Existing principles
and regulations, such as the Senior Managers and Certification Regime, help address certain
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firm-level risks. There are also systemic considerations at play, particularly if firms rely on a
limited number of model components or data libraries affected by the same weaknesses
which could, for example, prompt widespread misestimation of risks.

e Greater use of Al by financial market participants: Al is already being widely used by market
participants and the FPC expects Al to make its way into their core trading and investment
activities in the future. The use of complex Al models could impact firms' readiness to
respond in stress situations or lead to unintended consequences if Al trading models behave
in a way that disrupts the efficient functioning of financial markets.

e Impact on operational resilience: The report identifies the financial stability issues connected
to firms’ exposure to third parties when using Al, as highlighted in the recent Al Survey. Firms'’
increased reliance on external providers supplying Al-related services may lead to these
providers becoming critical third parties in the future.

o Al-related cyber threats: While Al is helping firms address cybersecurity threats, Al has the
potential to exploit firms' vulnerabilities, introduce unprecedented threats, or render existing
protections ineffective which could ultimately have systemic implications. The evolution of
Al-related cyber risks will be a key aspect of the FPC's approach to monitoring Al.

e Looking ahead

e The Bank of England is “mindful” of the potential need for regulators to “evolve” guidance and
regulation to support the safe adoption of Al across the industry. Even where existing
regulation can manage firm-level risks, new measures may be needed to mitigate systemic /
macroprudential risks. Given the fast pace of technological change, the FPC aims to
maintain a flexible and forward-looking to quickly respond to new challenges that could
threaten financial stability.

EU releases Al Continent Action Plan; On 9 April 2025, the EU Commission unveiled the Al Continent
Action Plan, aiming to position Europe as a global leader in Al. This comprehensive strategy focuses on
five key pillars:

o Building large-scale Al infrastructure: Establishing a network of “Al Factories” around Europe’s
supercomputers to support startups, industry, and researchers. Plans include developing Al
gigafactories equipped with approximately 100,000 state-of-the-art Al chips to enhance
computing power for complex Al models.

e Enhancing access to high-quality data: Creating data labs to curate large volumes of data
within Al Factories. A “Data Union Strategy” will be launched to foster a unified internal
market for data, facilitating scalable Al solutions.

o Promoting Al adoption in strategic sectors: Introducing the “Apply Al Strategy” to develop
tailored Al solutions and boost their adoption in key public and private sectors. European Al
innovation infrastructures, including Al factories and digital innovation hubs, will play a
significant role.

e Strengthening Al skills and talent: Facilitating international recruitment of Al experts through
initiatives like the Talent Pool and Al fellowship schemes offered by the upcoming “Al Skills
Academy”. Educational and training programmes on Al and generative Al will be developed to
prepare specialists and support workforce upskilling.
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o Simplifying regulations: Launching the “Al Act Service Desk” to assist businesses in
complying with the Al Act, serving as a central hub for information and guidance.

European Commission publishes Digital Europe Work Programme for 2025-2027 with €1.3 billion
investment in Al; The European Commission has adopted the 2025-2027 Work Programme for the
Digital Europe Programme (the Work Programme), allocating €1.3 billion to accelerate the deployment
of key digital technologies, with a strong emphasis on Al.

e The funding aims to support the use of reliable Al across public administrations and
businesses, strengthen Europe’s technological sovereignty, and align with the EU’s broader
digital goals.

o Key Al initiatives under the programme include:

o Support for Al testing and experimentation facilities to enable real-world validation of
Al technologies in sectors such as healthcare and manufacturing.

o Investment in secure, trustworthy Al systems, including efforts to align deployment
with the forthcoming Al Act.

o Promotion of Al in sectors like law enforcement and crisis response, with safeguards
for fundamental rights.

o Funding to improve the availability and quality of datasets for the development and
fine-tuning of Al models.

o Tailored support to increase Al adoption by small and medium-sized enterprises,
including through Digital Innovation Hubs.

e The Commission will launch funding calls from April 2025, which are open to entities across
the EU and participating countries in the Work Programme.

European Union considers simplification of EU Al Act; After introducing the EU Al Act, the European
Commission (the Commission) is now looking to potentially simplify the law to reduce the
administrative burden on affected parties.

e During the Committee on Legal Affairs Ordinary Meeting on 9 April 2025, the Commission’s
Technology Chief Henna Virkkunen explained that the Commission is "committed" to the EU
Al Act's main goals but is now looking into the "administrative burden" and considering "some
reporting obligations [that] we could cut."

e The Commission will seek industry views "where regulatory uncertainty is hindering the
development and the adoption of Al" and feed that into a wider effort to review and potentially
roll back a number of digital rulebooks at the end of this year. The move is part of a wider
relaxation of the EU Al regulatory framework. Earlier this year, the Commission axed plans to
implement a strict liability scheme for harm caused by Al (the Al Liability Directive).

e |t remains to be seen if or to what extent the provisions of the EU Al Act might be rolled back.

European Commission opens consultation for guidance on general-purpose Al models under EU Al
Act; On 22 April 2025, the European Commission (the Commission) launched a consultation relating to
the provisions in the EU Al Act on general-purpose Al (GPAI) models. Designed to clarify existing
provisions in the EU Al Act, and obtain targeted input from stakeholders, the product of the consultation
will be new Commission guidelines on GPAI models.
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e Based on the outcomes of the consultation, the new guidelines will address a number of key

questions, including:
o the definition of a GPAI model

the tricky concepts of placing on the market and fine-tuning

the role of the Al Office in facilitating compliance with the EU Al Act

how signing the Code of Practice — if approved by the Al Office and Al Board — might

serve as a benchmark for regulatory compliance

e The Commission is seeking input from all interested stakeholders, including providers of
GPAI models, downstream providers of Al systems, public authorities and experts. The
deadline for submitting a response is 22 May 2025. The guidelines and final Code of Practice
are expected to be published around August 2025.

o O O

EU Al Office launches survey to expand Al literacy practices repository; On 2 April 2025, the EU Al
Office initiated a survey to gather examples of Al literacy practices from organisations across Europe to
support the implementation of Article 4 of the Al Act. This effort aims to enhance the existing living

repository of Al literacy initiatives, promoting learning and exchange among Al system providers and
deployers.

e respond to the survey here.

e The repository, introduced during the Al Pact webinar on Al literacy in February 2025,
currently features over 20 practices contributed by Al Pact organisations.

e Organisations are encouraged to share their Al literacy experiences through the survey.
Submissions will undergo verification by the Al Office to ensure they meet criteria of
transparency and reliability before inclusion in the public repository. A dedicated website for
the living repository will soon be developed.

France's CNIL publishes recommendations on Al use in public services; On 18 April 2025, the French
Data Protection Authority (CNIL) published recommendations made following the sandbox of 2023-24
dedicated to Al projects for public services. As part of a wider action plan to support Al innovators, this
third edition of the sandbox programme focused on supporting Al projects in public services. The CNIL
has summarised the recommendations that it provided to the companies selected in the context of the
sandbox programme.

e The recommendations address legal and technical challenges such as database creation for
Al learning, human intervention requirements, and data minimisation in generative Al
applications. The recommendations are designed to offer practical compliance frameworks
for deploying Al in the public sector while ensuring compliance with data protection
standards.

e The CNIL will shortly announce the projects selected for its next sandbox dedicated to the
silver economy (the economy comprising people aged over 50).

Hong Kong PCPD issues guidelines on employees’ use of generative Al; On 37 March 2025, the Office
of the Privacy Commissioner for Personal Data (PCPD) in Hong Kong released the “Checklist on
Guidelines for the Use of Generative Al by Employees”. This document aims to assist organisations in

formulating internal policies governing employees’ use of generative Al tools. Key recommendations to
organisations include:
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o Scope of permissible Al use: Clearly define which generative Al tools are approved, their
intended purposes (e.g. drafting, summarising information, creating content), and the
applicability of the policies.

o Personal data protection: Provide explicit instructions on the types and amounts of
information that can be input into generative Al tools, permissible uses of output information,
storage guidelines, data retention policies, and adherence to related internal policies such as
data handling and information security.

o Lawful and ethical use: Emphasise that employees must not use generative Al tools for
unlawful or harmful activities.

e Bias prevention: Inform employees that they are responsible for verifying the accuracy of Al-
generated outputs through proofreading and fact-checking, correcting and reporting biased
or discriminatory outputs, and following guidelines on when and how to watermark or label
Al-generated content.

« Data security: Specify the types of devices authorised for accessing generative Al tools (e.g.
employer-provided work devices) and the categories of employees permitted to use them
(e.g. those with operational needs, relevant training, and prior permission). Require the use of
robust user credentials, stringent security settings, and mandate the reporting of Al-related
incidents, such as data breaches or the unauthorised input of personal data.

» Violations of policies or guidelines: Outline the possible consequences for employees who
violate these policies or guidelines.

e To support organisations in implementing these guidelines, the PCPD has launched an Al
Security Hotline for enquiries related to Al usage and to assist in the safe and privacy-
compliant adoption of Al technologies

US updates federal Al policy with new guidance memoranda; On 7 April 2025, the US Office of
Management and Budget (OMB) published two new memoranda (M-25-21 and M-25-22) to reshape
how federal agencies adopt and procure Al. While maintaining the former administration’s core
protections for public trust and civil rights, the current administration positions Al as a strategic tool for
efficiency, global competitiveness, and national strength. Key updates include:

o Chief Al Officers redefined: Agencies must designate or reaffirm Chief Al Officers, now
expected to act as “‘change agents” responsible for accelerating Al deployment, assessing Al
maturity, and aligning investment strategies with national priorities.

o High-impact Al oversight: Al systems that materially affect legal rights, access to public
services, or personal safety must undergo ongoing risk assessments, human oversight, and
performance monitoring.

o Continuity with earlier guidance: While the new memos emphasise innovation and
operational efficiency, they continue to uphold key tenets from prior policies, such as
requiring Al impact assessments and inventories of Al use across federal agencies.

e Procurement reforms: Agencies must avoid vendor lock-in, favour open standards and
American-developed Al systems, and retain IP rights over training data, while performance-
based contracts will replace more prescriptive reporting regimes.

e Public accountability: While agencies remain required to maintain public Al inventories and
apply safeguards to high-impact use cases, the new guidance removes an explicit public
notice rule, replacing it with more general language around human appeal rights and review
access.
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e The memoranda form part of a broader strategy to scale responsible Al use in the federal
government. Implementation will depend on individual agency action, supported by central
oversight and inter-agency coordination.

Texas House of Representatives passes Texas Responsible Al Governance Bill; On 23 April 2025, the
Texas State House passed the Texas Responsible Al Governance Bill (TRAIGA). The current version of
TRAIGA, as passed, is a substantively revised version of the original TRAIGA. The original version filed in
December 2024 was wider in scope. Notable changes between the original version and the current
version of TRAIGA include:

e Removal of “high-risk Al systems”: The original version contained provisions for “high-risk Al
systems” — Al systems that play a substantive role in consequential life-affecting decisions.
The current TRAIGA no longer covers these systems.

o Disclosure requirements for governments: The original version required all Al developers and
deployers to disclose specific information to consumers. This obligation now is only targeted
at government Al developers and deployers.

e Removal of annual impact assessment and risk mitigation policy: The original version
required all Al deployers to complete an impact assessment for every Al system deployed,
both annually and within 90 days of any substantial modification. Developers and deployers
were also required to implement a risk management policy. These provisions no longer exist
in the current TRAIGA.

e TRAIGA introduces a number of prohibitions on specific uses of Al. Some of the prohibitions
apply only to the government'’s use of Al, including:

o ‘Social scoring”: TRAIGA prohibits only the government'’s use of Al for ‘social scoring’
— classifying people or classes of people according to their social behaviour.

o Certain biometric identification: TRAIGA prohibits the government from using Al
systems to gather biometric data from the internet or publicly available sources
without consent or using biometric data to uniquely identify specific individuals.

e Other prohibitions under TRAIGA, applying to all public and private commercial developers
and deployers of Al systems, include:

o Manipulation of human behaviour: Al systems that intentionally aim to encourage a
person to commit harm to themselves or another person or to commit crimes.

o Anti-constitution use: Al systems that are for the sole purpose of infringing rights
under the US constitution.

o Unlawful discrimination: Al systems that are intended to unlawfully discriminate
against a protected class of individuals.

o Certain explicit content: Al systems with the sole purpose of producing, or distributing
certain illegal sexually explicit content and child pornography.

e Possible infringements of TRAIGA will be investigated and enforced by the Office of the
Texas Attorney General. Penalties for each violation range from $10,000 to $200,000.

e TRAIGA will take effect on 1 January 2026.

Connecticut proposes new Al governance law; On 9 April 2025, the Connecticut General Assembly
proposed Senate Bill No. 2 (the Bill), which sets out a wide-ranging regulatory framework for the
development and use of Al within the state. Key features of the Bill include:
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e Scope: The Bill applies to any entity “doing business” in Connecticut, including those based
outside the state or the country if they market their services to Connecticut residents.

o Risk-based regulation: The Bill targets “high-risk” Al systems used in consequential decisions
(e.g. hiring, healthcare, credit scoring). Developers and deployers must take reasonable steps
to mitigate foreseeable risks, including the risk of algorithmic discrimination, and implement
governance and impact assessment measures.

o Consumer protections and transparency: Entities must notify individuals when Al is involved
in decision-making, provide clear explanations of its use, and offer mechanisms for human
review or appeal. Synthetic or Al-generated content must be clearly disclosed.

o Enforcement power: Enforcement power would fall exclusively to the Connecticut Attorney
General, with a formal notice-to-cure process for addressing non-compliance.

e The Bill has passed the Senate Committee on General Law and is now under consideration
by the Connecticut House of Representatives before heading to the Governor for final
approval. Once approved, most provisions would take effect from 1 October 2025, with core
obligations for developers, integrators and deployers beginning on 1 October 2026

African Declaration on Al signed at Global Al Summit on Africa;; On 3 and 4 April 2025, the inaugural
Global Al Summit on Africa (the Summit) was hosted in Kigali, Rwanda. The Summit was themed ‘Al
and Africa’s Demographic Dividend: Reimagining Economic Opportunities for Africa’s Workforce'.

e On 4 April 2025, the African Declaration on Al (the Declaration) was announced. Over 50
countries are signatories to the Declaration which seeks to:

o leverage the potential of Al to drive innovation and competitiveness to advance
Africa’s economies, industries, and societies

o position Africa as a global leader in ethical, trustworthy, and inclusive Al adoption

o foster the sustainable and responsible design, development, deployment, use, and
governance of Al technologies in Africa

e The Declaration sets out guiding principles for Al adoption, as well as outlining the
signatories’ objectives, key commitments and strategies for developing data, computer
infrastructure and institutional cooperation.

e The Declaration commits that a $60 billion Africa Al Fund will be established, consisting of
public, private and philanthropic capital “to create a safe, inclusive, and competitive African Al
economy”.

o To ensure proper governance, the signatories propose establishing a continent-wide
knowledge sharing platform, including policy toolkits and regulatory sandboxes to develop
best practices. An Al Council will also be established to ensure “strategic alignment with
continental and global digital transformation efforts”.

Saudi Arabia launches consultation on Global Al Hub Law; On 74 April 2025, Saudi Arabia’s
Communications, Space & Technology Commission (CST) invited government and private entities,
investors, interested parties and the general public to contribute to its draft Global Al Hub Law. This
forms part of the Kingdom’s wider strategy of creating an attractive regulatory environment for
investments in technology, with a particular focus on data centres and Al.
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e The draft Global Al Hub Law provides a regulatory framework for the establishment and
operation of sovereign and foreign-affiliated data centres, or “Al Hubs”, within Saudi Arabia.
The draft Global Al Hub Law outlines three types of Al Hubs:

o Private Hubs: Designed to attract countries to host their data and services in Saudi
Arabia.

o Extended Hubs: Operated by authorised entities serving themselves or others under a
guest country’s laws.

o Virtual Hubs: Managed by local service providers but subject to the jurisdiction of a
designated foreign state.

o Data embassy Initiatives are not new to the Middle East region, and principles which have
underpinned the regional development of independent free zones are well established but the
Al Hub concept represents a significant step in the Kingdom's thinking to attract digital
infrastructure and content-heavy industries into Saudi Arabia.

AML & MAR

On 27 March 2025, HM Treasury issued an updated Money Laundering Advisory Notice; The update
reflects changes to the countries in scope of High Risk Third Countries, as defined in the Money
Laundering Regulations 2017, following updates to the lists of the Financial Action Task Force at its
plenary meeting in February 2025.

e On 21 February 2025, the FATF published the most recent update to its lists of jurisdictions
identified as having strategic deficiencies in their AML/CTF regimes, of “Jurisdictions Under
Increased Monitoring” and “High-Risk Jurisdictions subject to a Call for Action”.

e Inresponse to the latest FATF statements, HM Treasury advises firms to consider, at the time
of publication, that the following jurisdictions are considered ‘High-Risk Third Countries’ as
defined by Regulation 33 of the MLRs:

o Algeria + Angola + Bulgaria * Burkina Faso + Cameroon + Cote d'Ivoire + Croatia *
Democratic People’'s Republic of Korea « Democratic Republic of the Congo + Haiti « Iran
* Kenya + Lao PDR « Lebanon + Mali - Monaco + Mozambique + Myanmar « Namibia
Nepal « Nigeria « South Africa » South Sudan + Syria * Tanzania * Venezuela + Vietnam -
Yemen

o Of these jurisdictions, the following are also subject to financial sanctions measures at the
time of publication of this notice, which require firms to take additional measures:

o Democratic People's Republic of Korea « Democratic Republic of the Congo + Haiti « Iran
* Mali - Myanmar « South Sudan « Syria « Venezuela + Yemen

o Details on financial sanctions targets by regime can be found here.

e Forthese purposes, regulation 33(3) explains that: « a relevant transaction means a
transaction in relation to which the relevant person is required to apply customer due
diligence measures under regulation 27; « being established in a country means:

o inthe case of alegal person, being incorporated in or having its principal place of
business in that country, or, in the case of a financial institution or a credit institution,
having its principal regulatory authority in that country; and
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o inthe case of an individual, being resident in that country, but not merely having been
born in that country.
e An“HRTC" is defined as:
o ‘“"acountry named on either of the following lists published by the Financial Action
Task Force as they have effect from time to time—
o (i) High-Risk Jurisdictions subject to a Call for Action;
o (i) Jurisdictions under Increased Monitoring”

Financial Crime

The new UK “Failure to Prevent Fraud Offence. With the rules coming into force on 1 September this
year, there is some time left to put your procedures in place.

Failure to prevent fraud: What should you be doing before September; 12Apr2025 .pdf

UK; New co-operation guidance issued by the SFO; 30Apr2025.pdf

Failure to Prevent Fraud; New guidance for the financial services sector; 23Feb2025.pdf
Note: Failure to prevent fraud guidance on reasonable procedures; 10Nov2024.pdf

Failure to Prevent Fraud; when is it coming into force and what should organisations be doing
now; 07Sep2024.pdf

Failure to prevent fraud: five key steps for requlated financial services firms; 260ct2024. pdf

e The UK s introducing a new offence of “failure to prevent fraud”’, intended to hold
organisations to account if they profit from fraud committed by their employees.

e Anorganisation may be criminally liable where a person associated with it (such as
employees, agents, subsidiaries etc) commits a fraud intending to benefit the organisation
and the organisation did not have reasonable fraud prevention procedures in place. It does
not need to be demonstrated that company bosses ordered or knew about the fraud.

e The offence is intended to encourage more companies to implement or improve prevention
procedures, driving a major shift in corporate culture to help reduce fraud.

i.  When does it come into force?
o The new rules come into force on 1 September 2025.
ii.  Does it apply to us?

o The offence applies to larger organisations (companies and partnerships). There are
three thresholds, at least two of which need to be satisfied for the offence to apply to
an organisation. First, the organisation’s UK turnover must exceed £36 million;
secondly, its total assets must exceed £18 million; thirdly, it must have more than 250
employees. The organisation may also be guilty of the offence if its parent company
satisfies at least two of these thresholds.

ii. — What do we need to do?

o Before 1 September 2025, firms must put in place reasonable risk-based procedures
designed to prevent fraud. In a manner similar to the Bribery Act, these procedures
should be based on the following principles: top level commitment, risk assessment,
proportionate risk-based prevention procedures, due diligence, communication
(including training), and monitoring and review.

iv.  What are the consequences if we don't do this?
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o

Failure to put in place reasonable risk-based procedures could have very serious
consequences — the offences carries an unlimited fine.

The FCA's strategy puts financial crime enforcement first; Interventions and enforcement take a back
seat for most of the FCA's 2025-30 strategy. Or do they?

e The need for speed - Yes, the FCA reiterates its aim for a more streamlined portfolio of
enforcement cases. But it still wants "the same number of outcomes". Just "delivered faster".
It wants to ensure that those who break the rules are "swiftly held accountable”.

O

And it wants to use "new approaches" (curious to know more about these) to better
handle supervisors' significant caseload, "so we can act faster and more assertively
where harm is greatest".

This doesn't look like a de-risked interventions and enforcement environment at all.
Instead, it looks like a more volatile one. One where firms must stay nimble to
respond effectively to potential regulatory escalation. One where firms will prepare for
the directions of travel FCA supervisors and investigators might take by expanding
and front-loading their own internal fact-finding and remedial work.

e Good cop, bad cop: one area where the FCA is, if anything, more strident in its enforcement
messaging on Financial crime. Specifically, firms using authorisation as a "cover for crime".

@)

But it goes on, taking on a good cop / bad cop vibe. The FCA sees regulated firms as
a vital line of defence against the criminal misuse of financial services. It wants to
"work with those firms who we know want to play their part in tackling crime”, and
encourages innovation and tech here. But it also wants to continue to "act against
those through which criminal cash finds its way into our system".

The interventions and enforcement risks here can be significant. When the FCA sees
potential AML controls shortcomings in a firm, one of its favoured responses is to
impose a requirement restricting or preventing new business. Which can be
significantly more costly than a fine.

e To de-risk here, what's a firm to do?

O

Keep your AML and financial crime controls functions adequately resourced, of
course. And regularly review your policies, procedures and risk assessments.
Project proactivity. Take opportunities to show your supervisors you're quickly
remediating AML issues. And consider engaging with industry-wide innovation
initiatives on AML and financial crime controls. Information sharing will be key, whilst
respecting data protection - enabled by tech. Will we finally see industry-wide
multiparty computation initiatives gather steam?

Prioritise potentially illicit funds flows with the greatest volume (these may more
quickly invite FCA intervention). Yes, high-value transactions; but also keep honing
your automated capability to detect smaller-value transaction groups suggestive of
layering. And attend to all potential money laundering channels: for example, money
laundering through the markets (MLTM) is receiving increasing attention.
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APPG on Investment Fraud and Fairer Financial Services publishes supplementary report on FCA; On

25 March 2025, the All-Party Parliamentary Group (APPG) on Investment Fraud and Fairer Financial
Services published its second Supplementary Report on the FCA.

The Supplementary Report on the FCA is being published in instalments, with the first having
been published in February 2025. The first instalment explained that the subsequent
instalments would each be a study of how the FCA has handled a particular recent scandal,
with an emphasis on what the FCA's decisions and actions have been, and “how those
decisions and actions have adversely impacted consumers and the reputational integrity of
the sector, thereby harming trust and confidence in the UK's financial industry and
consequently acting as a brake on growth”.

The EBA Consults on New Rules Related to the Anti- money Laundering and Countering the

Financing of Terrorism Package; March 25, 2025

EBA's consultation paper outlines proposed regulatory technical standards (RTS) in response
to the European Commission’'s Call for Advice on strengthening the EU Anti-Money
Laundering Authority (AMLA) framework.

The key areas covered include:

o 1) Risk Classification of Financial Institutions — Establishes a standardized
methodology for assessing the inherent and residual AML/CFT risks of financial
entities, using an automated scoring system with supervisory adjustments;

o 2) Selection for AMLA Direct Supervision — Defines criteria for identifying high-risk
financial institutions for AMLA oversight, requiring entities to operate in at least six
Member States and meet specific transaction and customer thresholds;

o 3) Customer Due Diligence (CDD) Rules — Standardizes CDD, including simplified and
enhanced due diligence (EDD), ensuring alignment across Member States while
allowing alternative verification for customers lacking elDAS-compliant credentials;

o 4) Sanctions & Enforcement — Introduces harmonized penalty frameworks to ensure
proportionate, effective, and dissuasive enforcement across the EU, focusing on
individual accountability and periodic penalty payments (PePPs).

The consultation is open until June 6, 2025, with final recommendations due by October 31,
2025. The RTS aim to create a consistent, risk-based, and efficient AML/CFT supervision
system across the EU.

The ESAs call for vigilance amid rising geopolitical and cyber risks; The three European Supervisory

Authorities (EBA, EIOPA and ESMA — the ESAs) today published their Spring 2025 Joint Committee
update on risks and vulnerabilities in the EU financial system, which focuses on the challenges linked to

geopolitical tensions and cyber risks.

The ESAs warn that growing geopolitical tensions and rising cyber risks present significant
challenges to financial stability. These include trade disputes, rapidly shifting policies,
ongoing international conflicts and the prospect of economic fragmentation which are
reshaping global markets, requiring heightened vigilance and adaptability from supervisors
and financial entities alike.
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Financial institutions must navigate growing uncertainties, including exposure to
international markets, liquidity risks and the evolving role of artificial intelligence (Al).
Ensuring resilience in the face of these developments is crucial.

The ESAs, therefore, emphasise the need for proactive risk management, stronger cyber
resilience and a close monitoring of global financial linkages, including currency risks. As
financial markets continue to evolve, international cooperation and regulatory preparedness
will be key to maintaining stability. Against a background of high geopolitical risks, the ESAs
recommend that supervisors and financial entities prepare for continued market volatility,
consider the potential materialisation of liquidity risks and stand ready to adapt to adverse
developments, including by provisioning adequately.

To better manage cyber and digitalisation risks, supervisors and financial institutions should
continue to strive for robust data governance, critically assess Al solutions and their
compliance with the Al Act, and support the timely implementation of the Digital Operational
Resilience Act's provisions.

Background; This Spring 2025 Joint Committee update on Risks and Vulnerabilities was
presented at the meeting of the Financial Stability Table of the EU's Economic and Financial
Committee (FST-EFC) on 27-28 March 2025 as input from the ESAs

A recent survey by Kroll reveals growing concerns about financial crime risks in 2025, with nearly
75% of senior global financial services professionals expecting an increase, Mondovisione reported.
Cybersecurity threats and data breaches are the top risk factors, cited by 68% of respondents. The
survey also highlights challenges in sanctions compliance and geopolitical risk preparedness.
Meanwhile, Europol has issued a warning about the role of Al in organized crime, stating that it
enables the creation of highly realistic synthetic media that can propagate violence and normalize
corruption, making criminal activities more precise and devastating, Fortune reported.

The FATF has recently launched three public consultations, as follows:

Payment Transparency — FATF Recommendation 16 requires financial institutions to
exchange information on who has sent and who is due to receive payments, allowing
financial institutions to identify suspicious transactions and law enforcement to trace cross-
border payments. The FATF is undertaking a major update to these standards for the first
time in a decade as part of the G20 roadmap to make cross-border payments faster, cheaper,
more transparent, and inclusive. The revisions aim to update the standard so that it reflects
developments in the global payments landscape and evolving illicit finance risks. The FATF
has launched a public consultation for feedback before it finalises the revisions. The public
consultation can be found here and is open until 18 April 2025. All responses should be sent to
FATE Publicconsultation@fatf-gafi.org.

Revisions to Recommendation 1 on financial exclusion — The FATF has recently updated
Recommendation 1, which aims to ensure countries apply a risk-based approach to their
anti-money laundering and counter-terrorism financing and proliferation financing measures.
The revisions put increased focus on proportionality and taking simplified measures in cases
of lower risk. The FATF has launched a public consultation on updating its financial inclusion
guidance, including to reflect the standard revisions. The public consultation can be found
here and is open until 4 April 2025. All responses should be sent to
FATE.Publicconsultation@fatf-gafi.org.
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Complex Proliferation Financing and Sanctions Evasion Schemes — The FATF is undertaking
a study aimed at improving country and private sector understanding of current Proliferation
Financing risks. The study will detail the evasion techniques used by those evading the
targeted financial sanctions. It will focus on providing a comprehensive up-to-date
understanding of typologies in complex sanctions evasion schemes relevant to proliferation
financing and identifying enforcement challenges and best practices. The public consultation
can be found here and is open until 21 March 2025. All responses should be submitted using

the following online form: link.

The new proxies: The EU's police agency Europol has warned that criminal organisations
increasingly use Al to stage attacks on behalf of hostile powers.

Sanctions & Tariffs

You owe me one

Europe and Central Asia
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Widening the sanctions net in uncertain times: latest developments in the U.S., EU, and U.K's

sanctions targeting Russia; In the context of the third anniversary of Russia’s invasion of Ukraine, the

U.S., EU, and U.K. continue to implement new measures to stifle Russia’s war efforts.

The Biden administration continued to escalate sanctions targeting Russia ahead of the
change in presidential administration. President Trump has subsequently intervened actively
on the international stage as regards the broader conflict in Ukraine. Since taking office, he
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has raised the possibility of both loosening the Russian sanctions regime and introducing
more comprehensive sanctions. The future direction of travel is therefore highly uncertain.

e At the same time, in the last nine months, the EU has further enhanced its sanctions against
Russia through the adoption of its 14th, 15th, and 16th sanctions packages. In parallel, the
U.K. has placed a renewed emphasis on its enforcement of trade sanctions, widening the
scope of reporting requirements and clamping down on sanctions circumvention. In
February 2025, it imposed its largest package yet, with over 100 new designations. This note
looks into the latest sanctions requirements in the U.S., EU, and U.K. and their implications
for businesses. These changes significantly alter the landscape for compliance. The situation
remains highly dynamic.

e U.S. sanctions: continuing escalation and change in administration

e Overview

e Inearly 2025, under President Biden's outgoing regime, the United States issued sweeping
new rounds of sanctions targeting Russia, particularly the Russian petroleum sector and the
broader energy sector, all of which still remain in place at the time of writing.

o Energy sector sanctions

e Executive Order 14024 (EO 14024) authorizes the imposition of blocking (i.e., freezing)
sanctions on various categories of persons meeting the detailed criteria, including, as
relevant here, on any person determined by the U.S. Secretary of the Treasury, in consultation
with the U.S. Secretary of State, to operate or have operated in the technology sector, the
defense and related material sector, or any other sector of the Russian Federation's economy
as determined by the U.S. Secretary of the Treasury (in consultation with the U.S. Secretary
of State). Prior to January 10, 2025, 16 sectors of the Russian economy had been targeted
under EO 14024.

e OnJanuary 10,2025, the U.S. Secretary of the Treasury issued a determination identifying
the energy sector of the Russian Federation under EO 14024. Notably, this determination
targeting the Russian energy sector mirrors a previously issued determination introduced in
2014 pursuant to Executive Order 13662 (EO 13662) as part of the Ukraine-/Russia-Related
Sanctions program.

e In connection with the new determination pursuant to EO 14024, the U.S. Treasury
Department’s Office of Foreign Assets Control (OFAC) has stated in public guidance that it
intends to publish regulations, defining the term “energy sector of the Russian Federation” to
include “activities such as the procurement, exploration, extraction, drilling, mining,
harvesting, production, refinement, liquefaction, gasification, regasification, conversion,
enrichment, fabrication, manufacturing, testing, financing, distribution, purchase or transport
to, from, or involving the Russian Federation, of petroleum, including crude oil, lease
condensates, unfinished oils, natural gas, liquefied natural gas, natural gas liquids, or
petroleum products, or other products capable of producing energy, such as coal, wood, or
agricultural products used to manufacture biofuels; the development, production, testing,
generation, transmission, financing, or exchange of power, through any means, including
nuclear, electrical, thermal, and renewable, to, from, or involving the Russian Federation; and
any related activities, including the provision or receipt of goods, services, or technology to,
from, or involving the energy sector of the Russian Federation economy.”

e Any person identified by the U.S. Secretary of the Treasury, in consultation with the U.S.
Secretary of State, as operating in the Russian energy sector may now be targeted with
blocking (i.e., freezing) sanctions. U.S. persons will be generally prohibited from engaging in
any transactions or dealings with or for the benefit of any persons so targeted, and non-U.S.
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persons engaging in any such transactions or dealings will risk becoming sanctioned
themselves.

Petroleum services sanctions

Executive Order 14071 (EO 14071) (concerning “new investment” in, and the provision of
certain services to, Russia) prohibits the exportation, re-exportation, sale, or supply, directly
or indirectly, from the United States or by a U.S. person (wherever located) of any category of
services as determined by the U.S. Secretary of the Treasury (in consultation with the U.S.
Secretary of State) to any person located in Russia.

On January 10, 2025, the U.S. Secretary of the Treasury issued a determination identifying
“petroleum services” as a category of prohibited services under EO 14071.

OFAC has stated in public guidance that it intends to publish regulations defining the term
“petroleum services” for these purposes as “services related to the exploration, drilling, well
completion, production, refining, processing, storage, maintenance, transportation, purchase,
acquisition, testing, inspection, transfer, sale, trade, distribution, or marketing of petroleum,
including crude oil and petroleum products, as well as any activities that contribute to
Russia’s ability to develop its domestic petroleum resources, or the maintenance or
expansion of Russia’'s domestic production and refining. This would include services related
to natural gas as a byproduct of oil production in Russia.”

Three types of service are specifically excluded: (i) petroleum services related to isotopes
derived from petroleum manufacturing that are used for medical, agricultural, or
environmental purposes; (ii) certain authorized services related to the maritime transport of
crude oil and petroleum products of Russian origin (provided such products are purchased at
or below relevant price caps); and (iii) services in connection with the wind down or
divestiture of an entity located in Russia that is not owned or controlled, directly or indirectly,
by a Russian person. OFAC has also issued a new general license which authorizes all
otherwise prohibited transactions which relate to the Caspian Pipeline Consortium,
Tengizchevroil, or Sakhalin-2 projects until June 28, 2025.

Subject to the above and unless otherwise authorized by OFAC, U.S. persons are now
generally prohibited from, directly or indirectly, providing petroleum services to any person in
Russia.

Additional sanctions designations

Since early 2022, OFAC has continued to target Russian individuals and entities with
sanctions, as well as non-Russian entities targeted for engaging in transactions with or in
support of the Russian defense sector or other targeted sectors of the Russian economy.
Concurrently with the new sanctions targeting the energy sector and petroleum services, and
again on January 15, 2025, the U.S. imposed blocking (i.e., freezing) sanctions on dozens of
persons engaged in Russia’'s energy sector by identifying such persons on OFAC's List of
Specially Designated Nationals and Blocked Persons (the SDN List, and persons identified
thereon, SDNs). It is noteworthy that many of these new sanctions designations were
imposed pursuant to both EO 14024 and EO 13662 and, in many cases, OFAC re-designated
previously sanctioned persons under EO 13662. Unlike EO 14024, EO 13662 is a covered
authority pursuant to the Countering America’'s Adversaries Through Sanctions Act
(CAATSA). CAATSA mandates the imposition of sanctions in certain circumstances and
includes: (i) mandated procedures for the removal of sanctions in some cases; and (ii)
provisions for the legislative override of sanctions terminations. Consequently, the double
designation of persons pursuant to EO 14024 and EO 13662 and/or re-designation of certain
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already sanctioned persons to add designation pursuant to EO 13662 may have the effect of
making it more difficult for the Trump administration to unilaterally remove these sanctions.

e Those targeted include a number of oil-carrying vessels, traders of Russian oil, and Russia-
based oilfield service providers, as well as increased sanctions on two major Russian oil
producers - PJSC Gazprom Neft and OJSC Surgutneftegas, and various of their respective
subsidiaries and affiliates.

e These sanctions generally prohibit (absent authorization from OFAC) transactions or
dealings with a U.S. nexus (i.e., any U.S. persons or conduct occurring from, though, or within
the United States) in or involving: (i) such SDNs or any entities in which such SDNs own an
interest of 50% or more (directly or indirectly, individually or in the aggregate) (such persons,
Blocked Persons); and (ii) any property or interests in the property of such persons.

e Additionally, non-U.S. persons may face some risk of being targeted with so-called “derivative
designation” sanctions (which include, among others, blocking sanctions) for materially
assisting, sponsoring, or providing “financial, material, or technological support” for, or goods
or services to, any SDNs or Blocked Persons targeted under EO 14024 and/or EO 13662.
Note that “financial, material, or technological support” is broadly defined under U.S. Russia
Sanctions and includes, among other things, “any transmission of value.”

e Alsoon January 10, 2025, OFAC issued several general licenses authorizing otherwise
prohibited transactions, subject to certain conditions, for varying periods of time. Among
other authorizations, OFAC has licensed the wind down of existing transactions involving
certain newly sanctioned persons as of January 10, 2025, until February 27, 2025.

e Uncertainty around the Trump administration

e The continuing escalation of sanctions detailed above were all implemented during the final
days of the outgoing administration and were broadly consistent with the sanctions policy of
the Biden administration with respect to Russia since 2022. The Trump administration may
pursue a different course. Although, as recently as January 22, 2025, President Trump
threatened Russia with additional sanctions, he and various members of the Trump
administration have also sounded more conciliatory notes regarding Russia. Most recently,
the Trump administration entered into negotiations with Russia over the war in Ukraine, and
relaxation of at least some sanctions targeting Russia may be more imminent than appeared
even as recently as last week. According to reports released on March 3, 2025, the Trump
administration directed the U.S. Department of State and the U.S. Department of the
Treasury to draft a list of sanctions that could be eased. These reports state that U.S.
officials will discuss this list with Russian representatives during talks, to improve diplomatic
and economic relations between the United States and Russia. It is expected that any easing
of sanctions might focus on Russian “oligarchs.” It remains to be seen how the U.S.
sanctions policy targeting Russia will evolve in the coming months and years. Companies
and organizations with potential exposure to Russia and Russian-facing sanctions will need
to closely monitor ongoing developments.

e EU sanctions: anti-circumvention and claims brought by Russian entities

e The EU has continued to be active in expanding its Russia sanctions regime, introducing its
14th, 15th, and 16th sanctions packages in June 2024, December 2024, and February 2025,
respectively. A particular focus has been on sanctions circumvention. Protections have also
been put in place in response to an increasing wave of legal claims brought by Russian
entities against EU corporates. Further, enhancements have also been implemented as
regards the due diligence mechanisms. A particularly novel development has been a new
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“best efforts” requirement on EU entities to ensure that their global subsidiaries do not
undermine the EU sanctions regime.
The “best efforts” requirement
Since Russia’s invasion of Ukraine in February 2022, the European Commission has
consistently and clearly emphasized, in its Frequently Asked Questions (FAQs), that EU
entities and persons are prohibited from using their non-EU subsidiaries to engage in
conduct that they themselves would be prohibited from directly undertaking. Such conduct
would amount to indirect breaches and/or circumvention of the relevant restrictions. While
persuasive, however, the FAQs are not legally binding and do not impose standalone legal
obligations. Moreover, the previous measures and this guidance are all based upon the
standard paradigm for the imposition of sanctions whereby prohibitions are introduced on
dealings with certain persons, sectors, or geographies.
Against this backdrop, and to further tighten the scope of the EU's restrictions as
implemented in practice, the EU’s 14th package introduced a new “best efforts” requirement.
This requires EU entities and persons to use their best efforts to ensure that non-EU entities
which they “own” or “control” do not participate in activities which undermine the restrictions
set forth in Regulation (EU) No. 833/2014 (Regulation 833), the primary piece of EU
legislation laying out the EU's sanctions against Russia. This development is novel in that it
imposes a positive legal obligation on EU entities to take steps concerning the activities of
their affiliates, which obligation could be breached via a failure or omission to take action (as
opposed to the usual situation where sanctions are infringed through engaging in some
prohibited act). The requirement is also novel in light of the likely territorial effects of the
measure and the conflicts of law issues that it can give rise to.
“Best efforts” are not defined in Regulation 833. The recitals to the 14th package suggest
that “best efforts” should be understood as “comprising all actions that are suitable and
necessary to achieve the result of preventing the undermining of the restrictive measures in
[Regulation 833]". Examples of such actions are provided, such as the “‘implementation of
appropriate policies, controls, and procedures to mitigate and manage risk effectively,
considering factors such as the third country of establishment, the business sector and the
type of activity of the legal person, entity or body that is owned or controlled by the [EU]
operator.” This understanding is confirmed by the European Commission’s FAQs published in
November 2024.
The “best efforts” requirement, introduced in both Regulation 833 and the analogous
Regulation (EU) No 765/2006 that sets forth the EU's sanctions targeting Belarus by the EU's
14th package, was also extended to Regulation (EU) No. 269/2014 (Regulation 269) in the
EU's 16th package. Regulation 269 sets forth the EU’s asset freeze restrictions targeting a
range of Russian entities and persons.
These restrictions will continue to present challenges for many Western companies with a
continued presence in Russia. Russia has introduced a broad range of counter-sanctions
measures, preventing Russian entities from taking steps to comply with the sanctions
regimes of “unfriendly” countries. As a result, many corporate groups likely now face a
difficult conundrum whereby EU entities are required to use best endeavours to bring their
subsidiaries (including any Russian subsidiaries) into line with EU sanctions, but Russian
subsidiaries are prevented by local law from adopting policies in furtherance of EU sanctions.
The "best efforts” requirement has forced businesses to look closely at existing corporate
structures to decide how far the duty extends, the steps needed to comply, and how to
address potential conflicts of law. Notably, the distinction between the approach as (on its
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face) worded in Regulation 833, and the associated recitals and FAQs would appear to be
helpful, suggesting that Member States should take into account the precise circumstances
of any particular activity and set of measures adopted.

o Enhanced due diligence measures

e The EU has also extended the requirement to include “no-Russia” clauses in contracts with
non-EU entities to sales, licenses, and transfers of certain intellectual property rights and
trade secrets. Guidance in this regard has been included in the European Commission’s
FAQs.

e Relatedly, the EU's 16th sanctions package requires EU operators selling certain “sensitive
goods” to third countries to implement due diligence measures to identify, assess, and
mitigate the risk of such goods being re-exported to Russia. This may go beyond the “no
Russia” clauses required thus far, in that it imposes a positive obligation to conduct due
diligence on customers. The European Commission has not, however, published any
guidance as to how the substance of any such due diligence measures should look. On its
face, though, and in the absence of clarificatory guidance, this new requirement has the
potential to become a very onerous obligation on EU operators.

e Anti-circumvention measures

e There have been several recent changes to the EU’s position on anti-circumvention
measures.

e For context, in 2011, the Court of Justice of the European Union (CJEU) issued a preliminary
ruling on the concept of circumvention under the EU's sanctions against Iran (Criminal
proceedings against Mohsen Afrasiabi and Others [Case C-72/11]). The CJEU held that
“‘circumvention” covered “activities which, under cover of a formal appearance which enables
[the operator] to avoid the constituent elements of an infringement of [the relevant
prohibition], nonetheless have the object or effect, direct or indirect, of frustrating [that]
prohibition.” The CJEU also noted that, for the purpose of the prohibition against
circumvention, the terms “knowingly” and “intentionally” imply “‘cumulative requirements of
knowledge and intent” (our emphasis in bold). These requirements could be met where a
person is “aware that their participation may have that object or that effect and he accepts
that possibility.”

e The 14th package formally codified the CJEU's exposition, expanding upon the prohibition
against circumvention in Regulation 833 to specify that circumvention includes “participating
in [prohibited] activities without deliberately seeking that object or effect, but being aware
that the participation may have that object or effect and accepting that possibility.”

e This materially lowers the threshold for triggering this offense. In many instances, decisions
as regards sanction-sensitive transactions will inevitably carry a degree of risk. Operators will
need to be more mindful than ever as to how they calibrate that risk and ensure that their
activities are legally robust.

e More broadly, in June 2023, the EU introduced the ability to designate, as EU asset freeze
targets, persons or entities that facilitate the circumvention of EU sanctions or that otherwise
significantly frustrate the EU’s anti-circumvention prohibitions (see our article here). This
authority was exercised in the EU’s 15th package, which included new designations of
various Chinese, Indian, Iranian, Serbian, and UAE entities as EU asset-freeze targets. The
16th package expands on this by also including new designations of various entities from
Kazakhstan, Singapore, and Turkey. Vessels from third countries which are used to
circumvent the G7 oil price cap or otherwise support the Russian energy sector have also
increasingly been targeted.
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Relatedly, the European Commission has provided additional, more expansive guidance
concerning circumvention. Recent FAQs highlight that participation in structures created to
avoid the effects of a person’s possible future designation may still constitute circumvention
once that person becomes designated. The mere participation in such a structure may
suffice to amount to a breach, even if no new assets reach or benefit the designated person.
Knowledge, defense and due diligence

Article 10 of Regulation 833 and article 2 of Regulation 269 provide that actions by EU
operators should not give rise to any liability if they did not know, and had no reasonable
cause to suspect, that their actions would infringe the EU's sanctions. The 14th package
clarified that this defense cannot be invoked where an EU operator has failed to carry out
appropriate due diligence. Such due diligence should take into account publicly or readily
available information, be proportionate, and include various controls. At a minimum, EU
operators should:

o Screen all parties involved in a transaction. This screening should include both the
direct counterparty’'s (e.g., customer’s) beneficial owners, as well as those of other
parties involved (e.g. upstream suppliers, service providers, banks, etc.).

o Assess the export control-related restrictions that may apply to the goods and
services being provided.

o Perform a risk analysis of the transaction. Relevant factors may include the
contractual protections included in the transaction documents, the rationale for the
transaction, the payment flows involved, the shipment route, the intended end-use of
the goods, and any risk that the goods may be diverted.

Protection against claims by Russian companies
Against the backdrop of an increasing number of claims brought by Russian entities against
EU operators, recent sanctions packages have introduced several protections for EU
operators who dealt with or have or had contractual relationships with Russian entities. Many
of these relationships would have existed prior to the invasion of Ukraine and are now being
litigated as EU entities have ceased to make payments or deliveries, or provide services, to
Russian counterparties, resulting in claims.
First, new measures have been introduced to allow for companies relying on certain
provisions in the Russian Arbitration Code to be designated as transaction ban targets (with
analogous consequences as the existing transaction ban pursuant to Article 5aa of
Regulation 833). The Russian Arbitration Code has sought (as a matter of Russian law) to
bring disputes involving a Russian entity targeted by EU sanctions within the exclusive
competence of the Russian courts, effectively enabling Russian entities to sidestep EU
sanctions by lodging claims against EU operators before the Russian courts. To
disincentivize Russian entities from initiating proceedings in Russia, the 14th package
permits any entities which rely on these provisions to be designated as transaction ban
targets.
Second, the 14th package provided EU operators with an avenue to seek damages from
Russian and Russia-connected entities where losses are incurred as a consequence of
claims lodged with courts in third countries, in connection with any contract or transaction
the performance of which has been affected by EU sanctions. The 16th package even
broadened that avenue by clarifying that EU courts should be competent to hear such
claims. For this route to be available, the EU operator must not have “effective access to the
remedies under the relevant jurisdiction.” Recitals of the 16th package clarify that Union
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operators can be regarded as being de facto deprived from having effective access to the
remedies under those domestic jurisdictions in situations where Russia or another third
country takes measures to frustrate compliance with EU sanctions regulations.

e Third, the 14th package granted EU operators a right to seek damages from Russian and
Russia-connected entities if they benefited from the Russian authorities’ decision to seize
Russian assets owned or managed by investors associated with so-called “unfriendly foreign
states” (which include the EU Member States). The Russian authorities’ decision must be
illegal under international customary law, or a bilateral investment treaty entered between an
EU Member State and Russia and, as above, the EU operators must also not have “effective
access to the remedies under the relevant jurisdiction.”

e Fourth, the EU has taken steps under the Energy Charter Treaty (ECT) to deny claims made
by Russian and Belarusian investors. The EU and certain Member States have commenced
their withdrawals from the ECT, and the EU has also decided that protection under Part Ill of
the ECT will be denied to Russian and Belarusian investors.

e Finally, the 15th package prohibits the recognition or enforcement in the EU of rulings issued
by Russian courts based on the Russian Arbitration Code. This prohibition was laid down in
response to the Russian Supreme Court’s decision in A40-214726/2023 (NS Bank v Lukolil),
which ruled that the Russian courts had jurisdiction to hear the claim despite the contract
between NS Bank and Lukoil stipulating that disputes would be subject to arbitration by the
London Court of International Arbitration.

o Other aspects of the EU's 14th, 15th, and 16th sanctions packages

e The EU has imposed a number of additional restrictions in its 14th, 15th, and 16th packages.
These include:

o Anexpansion of the EU's trade-related restrictions to a wider range of goods.

o A prohibition on EU operators which are owned 25% or more by Russian persons
from transporting goods by road within the EU.

o New restrictions targeting Russian-origin LNG. The provision of reloading services for
the purpose of transshipment of Russian-origin LNG is now prohibited, as is the sale,
supply, transfer, or export of any goods, technology, or services to Russian persons
and entities for the completion of LNG projects.

o Arestriction on EU entities operating outside Russia from directly connecting to the
Central Bank of Russia’'s System for Transfer of Financial Messages (SPFS), as well
as transaction bans on non-Russian credit or financial institutions that use the SPFS,
thereby combating Russia’s attempts to sidestep the G7 SWIFT restrictions by
creating a home-grown version of SWIFT.

o Atransaction ban on certain credit and financial institutions and crypto-asset
providers which are engaged in transactions that facilitate the export (etc.) to Russia
of goods targeted by the EU’s trade-related restrictions.

o A prohibition on EU intellectual property offices from accepting certain new
applications for trademark and patent registrations that are filed by Russian persons
and entities.

o Restrictions on the acquisition of shares by a Russian natural or legal person in
certain EU companies (specifically, road transport undertakings) beyond a 25%
threshold. This is a notable example of EU restrictions biting below the 50%
‘ownership” threshold.

o Atransaction ban on certain designated ports, locks, and airports in Russia used to
transport targeted goods.

130


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32024D1852
https://www.aoshearman.com/en/insights/ao-shearman-on-arbitration/running-on-fumes-ect-withdrawals-gain-pace
https://www.aoshearman.com/en/insights/ao-shearman-on-arbitration/running-on-fumes-ect-withdrawals-gain-pace

European London
EVIA = | EBA =

Intermediaries Brokers'

Association Association

We further note that Member States have until May 20, 2025 to transpose EU Directive (EU)
2024/1226, which seeks to harmonize sanctions enforcement across the EU. This Directive
seeks to address the disparity in sanctions enforcement between Member States by
harmonizing both the type of offense constituted, and the penalties that may potentially be
imposed as a result, for sanctions breaches across the EU. Member States, such as Poland,
have begun updating their criminal laws as a result, and companies should beware of
changing enforcement practice across the EU.
No new EU sanctions were announced on March 10, 2025 when the new EU Commission,
headed by President Ursula von der Leyen, summarized its achievements of its first 100 days
in office. However, despite suggestions of peace talks, we can expect further sanctions and
wider support measures as the EU continues pursuing its efforts to support Ukraine (seen
recently by the offer of a Ukraine support package to secure Ukraine’s energy system
including its integration into the European energy market, or by proposing an agreement
between Ukraine and the Council of Europe for the establishment of a Special Tribunal for the
Crime of Aggression against Ukraine).
U.K. sanctions: enforcement and reporting
The U.K. has been less active than the EU in terms of introducing new measures. However, in
recent months, it has substantially bolstered its enforcement regime for trade sanctions and
placed an increased emphasis on combating sanctions circumvention. The U.K. has also
continued to add new designations of entities and individuals under the U.K. sanctions
regime.
The launch of the Office of Trade Sanctions Implementation
On October 10, 2024, the Office of Trade Sanctions Implementation (OTSI) was launched. As
a sister body to the U.K. HM Treasury's Office of Financial Sanctions Implementation, OTSI's
focus is on enforcement of the U.K's trade sanctions. Its role involves investigating
suspected breaches of trade, aircraft, and shipping-related sanctions, monitoring
applications for trade licenses, and clamping down on circumvention of the U.K's export
controls.
In conjunction with OTSI’s launch, the Trade, Aircraft and Shipping Sanctions (Civil
Enforcement) Regulations 2024 came into effect on October 10, 2024. These regulations
supplement existing trade, aircraft, and shipping-related restrictions by introducing new civil
enforcement powers, including the ability to impose monetary penalties on a strict liability
basis.
Anti-circumvention measures
In alignment with the EU, the U.K. has also sought to clamp down further on sanctions
circumvention. A large number of tankers which are part of Russia’s “shadow fleet”,
transporting oil and LNG to and from Russia, have now been designated as U.K. asset-freeze
targets.
OTSI has published practical guidance to assist businesses with establishing adequate due
diligence policies and procedures. This guidance provides an illustrative list of goods that
face enhanced export control-related restrictions (e.g., industrial machinery) and sets forth a
range of jurisdictions that pose higher risks from a sanctions perspective (e.g., China, India,
and Uzbekistan). Businesses are encouraged to carry out enhanced due diligence in relation
to transactions with counterparties from these jurisdictions. While this guidance is not legally
binding, the approach set forth therein will inform OTSI's enforcement of the U.K's trade
sanctions.
“No Russia”’ clauses
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e “No Russia" clauses are contractual clauses which prohibit the buyer/importer of goods from
re-exporting items, directly or indirectly, to Russia. Such clauses seek to protect sellers from
becoming indirectly involved in a breach of sanctions or export controls. In contrast with the
EU regime, the U.K's Russian sanctions regime does not formally require exporters to include
such clauses in their contracts. Recent guidance from OTSI has, however, suggested that
such clauses will be regarded as best practice for due diligence. Template wording has also
been provided, which may be helpful as a starting point for exporters.

e Increasing pace of new designations; On February 24, 2025, the U.K. announced the largest
sanctions package against Russia since 2022, with 107 new designations. In summary:

o Targets include producers and suppliers of machine tools, electronics, and dual-use
goods for Russia’s military, including microprocessors used in weapons systems.
These are based in a range of third countries, including Central Asian states, Turkey,
Thailand, India, and China.

o The UK. Government added 67 new entries to the U.K. sanctions list, including over
30 entities.

o The UK. has also used for the first time its powers to impose sanctions on persons
who provide financial services, or make available funds, economic resources, goods,
or technology, to persons involved in obtaining a benefit from or supporting the
Russian government. For example, the Kyrgyzstan-based OJSC Keremet Bank has
been sanctioned.

o An additional 40 shadow fleet ships have been sanctioned, bringing the total number
of oil tankers sanctioned by the U.K. to 133.

Conduct / Enforcement / Reporting

UK:SM&CR
Expectedin 2025
o . é ) ] 03
Outcome of SM&CR Review by HMT, PRA Consultation on removing the Implementation for CCPs, CSDs

and FCA Certification regime and exchanges

+ Wil firms still have to internally assess + SMA&CR extended to these FMI under
staff, under a less burdensome regime? FSMA 2023
Or will the assessment requirement be + Should align with the outcome of the
removed entirely? SM&CR review
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SENIOR MANAGER FUNCTION (PRA AND FCA) CERTIFICATION FUNCTIONS
Chief Executive Officer Chair of the Nomination Significant Management Function
Committee
Proprietary traders
Chair of Governing body Head of Key Business Area X X .
CASS Operational Oversight Function
Chief Finance Senior Independent Director ) X L )
Functions subject to qualification requirements
Executive Director Compliance Oversight . . .
The client dealing function
Chief of Risk Committee MLRO X " X
Anyone who supervises or manages a Certified Function
Chair of Audit Committee Group Entity Senior Manager (directly or indirectly), butisn’t a Senior Manager
Chief Risk Chief Operations Material Risk Takers
Chair of the Remuneration Other Overall Responsibility Algorithmic trading
Committee

Head of Internal Audit

Streamlining SMCR compliance: Enhancing fitness & propriety; FCA-regulated firms have embraced
the Senior Managers & Certification Regime for several years. With NFMC guidance due from the FCA,
businesses must keep up with the fitness and propriety assessment for their staff to minimise the
conduct risks. The question remains as to how to do this in an efficient and effective manner?

e SMCR Reform & Regulatory Trends; Individual Accountability in UK Financial Services
Themes, trends & challenges; 25Mar2025 .pdf

e SMCR under HMT Revisions- Implementation five years on; 20Jan2025

e Under the SMCR, firms are required to conduct an annual Fitness & Propriety (F&P)
certification process. This recurring task is often seen as time-consuming and
documentation-heavy, requiring extensive record-keeping processes and tight internal
coordination. It can become both a burden and a risk — especially when not managed
efficiently.

e The FCA has made it clear that F&P isn't just a checkbox exercise: it's a key part of promoting
integrity and accountability in financial services. As part of its broader efforts, the FCA
continues to prioritise tackling non-financial misconduct. In a letter on 11 March 2025, the
FCA reiterated its commitment to addressing behaviours like bullying, harassment, and
discrimination. It also identified a lack of transparency in information disclosure to client and
market distortion practices, noting these contribute to poor outcomes for consumers and
markets.

e This builds on the regulator’s findings of its Culture and Non-Financial Misconduct
Survey published in October 2024, which highlighted that non-financial misconduct incidents
increased and the need for firms to address the conduct risks and these issues properly.

What are the common pitfalls & gaps to look out for that can be closed by enhancing your F&P
processes?

iv.  Lack of a clear, consistent approach to non-financial misconduct in F&P assessments
v.  Limited post-onboarding checks for staff
vi.  Variability in how often firms refresh assessments
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Given the FCA's direction of travel, firms should consider strengthening their F&P processes
by including the following checks every two to three years:

DBS and credit checks
Adverse media screening & PEP identification (direct and by association)
Ongoing staff self-assessments, including the issuance of SMCR certificates

Higher-risk roles may warrant more frequent reviews, while other certified functions or
Conduct Rules staff could be assessed on a less frequent, risk-based schedule. Such higher-
risk roles include Senior Management Functions and individuals certified as Material Risk
Takers or holding a significant management function.

By adopting a proactive, tech-enabled approach, firms can transform the F&P process from a
regulatory headache into a seamless part of their risk management and governance strategy.

U.K.: Enforcement

)

2.

Q1 2025: FCA final new approach to publicising enforcement investigations

Following strong criticism of its original proposals, the FCA published revised proposals in
November last year.
Proposed amendments are to the:

Public interest test:

Including in the test, the impact of an announcement on the relevant firm, which would be
central to the FCA's consideration of whether to announce an investigation and name the

firm.
Adding a new factor of the potential for an announcement to seriously disrupt public

confidence in the financial system or the market.
Time firms have for responding to notices of proposed announcements
A firm will be given 10 business days' notice (originally the FCA had proposed one day) to

make representations, with a further two business days' notice of publication of any
announcement if the FCA decides to proceed after taking these representations into account.

MAS turns up gas on AML / CFT and market abuse in enforcement report; The MAS has published its
2023/4 enforcement report, setting out the actions taken by the Singapore regulator for 18 months to

31st of December. Offering insight into the MAS" main areas of focus going forward, it's important for
firms to get to grips with these priorities to avoid getting caught out.

Published on 14th April 2025, the report highlighted the following key statistics: 1 July 2023 to 31
December 2024
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e 33 criminal convictions: A total of 20 individuals were imprisoned, with others receiving fines.
Types of misconduct identified included unlicenced conduct of regulated activity, false trading,
deception / fraud under Securities and Futures Act, disclosure-related breaches, and breaches

of requirements for offer documents.
e S$7.16 million in civil penalties

e SS$4.4 million in financial penalties and compositions: Against two capital markets services
licensees for anti-money laundering and counter-terrorist financing (AML / CFT) breaches.

e 22 prohibition orders / One cancellation of registration: Three individuals were banned from
re-entering the financial industry for a duration of more than ten years

e 542 other actions taken: These included reprimands, warnings, advice, and reminders.

e MAS Enforcement Report 2023/2024 (999.9 KB)

e MAS Enforcement Report 2023/2024 Infographic (5.74 MB)

ENFORCEMENT REPORT

JULY 2023 TO DECEMBER 2024
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million million ‘5’; 5 33

In Civil Penalties In Financial Penalties Criminal Convictions*

and Compositions

e 22 1 542
‘ Prohibition Cancellation Other Actions Taken*®
Orders of Registration

LOOKING AHEAD

Enforcing AML/CFT
Controls

Building Enforcement
Capabilities in the Digital
Asset Ecosystem

What does the future look like?

ii.

Enforcing AML / CFT controls

Market Abuse

1

\,\

Money Laundering-Related
Control Breaches

NOTABLE ENFORCEMENT ACTIONS,
ACTIVITIES AND INITIATIVES

Financial Services
Misconduct
Enhanced disruption Continued focus on ensuring
framework in partnership .l .| the integrity of asset and

with brokerages for early
intervention in potential
market abuse cases.

wealth management sectors.

Secured conviction of a
former fund manager for
fraudulent or deceptive

conduct relating to bond
trading.

Issued a 14-year prohibition
order (PO) against a former
. , personal banker following

his conviction for offences
involving dishonesty.

Used multiple information
and intelligence channels
(Open-Source Intelligence
(OSINT), Suspicious
Transaction Report (STR)
filings) to enhance detection
of misconduct.

Secured convictions of an
individual for a
“pump-and-dump” scheme
via social media, and a
former CEO for false trading

o i e e Implementation of

New Powers

Expanded powers to issue
m Prohibition Orders (POs) to

any person who is not

‘“. deemed “fit and proper”, and
broadened scope of
prohibition to cover
functions that are critical to
the integrity and functioning
of financial institutions.

Imposed composition
penalties totalling $4.4
million on two fund
management companies for
breaches of MAS’ AML/CFT
requirements.

Enhanced investigative
POWers across
MAS-administered Acts* to
ensure effectiveness of
investigations by MAS, and
prevent duplication of
investigations between MAS
and other law enforcement
agencies.

Q

e In accordance with Singapore's AML three-pronged strategy — Prevent, Detect and Enforce,
the MAS will continue to provide comprehensive guidance on AML / CFT practices to financial
institutions (Fls), deepen channels for data sharing amongst and with Fls, and review penalty
frameworks to ensure that they remain proportionate and dissuasive.

135


https://www.mas.gov.sg/-/media/mas/news-and-publications/monographs-and-information-papers/5th-enf-report-2023-2024.pdf
https://www.mas.gov.sg/-/media/mas/news-and-publications/monographs-and-information-papers/5th-enf-report-infographics.pdf

European London
FVIA = A=

Intermediaries Brokers'

Association Association

iv.

Building enforcement capabilities in the digital asset ecosystem

The MAS will put in place regulations to address key money laundering (ML) and terrorist
financing (TF), technology, and consumer risks. The regulator has also engaged with overseas
regulators on best practices for detecting and investigating digital asset-related misconduct.
Industry players were also called upon to help deepen the understanding of common
misconduct, and technology providers to enhance the regulator’s investigative capabilities.

What priorities did the MAS highlight as ‘evergreen’?

iv.

Vi.

Market abuse

Market abuse undermines the integrity of Singapore’s financial system, erodes public
confidence in its capital markets and discourages market participation.

To protect investors and ensure a level playing field for market participants, the MAS has
undertaken proactive surveillance for early detection and disruption of potential market abuse.
It is collaborating closely with brokers and the Singapore Exchange.

For example, the MAS conducted a series of closed-door engagements with top management
of broking firms, with a focus on enhancing its market monitoring and surveillance
capabilities.

The main types of market abuse the regulator is investigating includes insider trading, false
trading, and disclosure-related breaches.

Financial services misconduct

Financial services firms and their representatives provide vital services to the public. To
uphold public confidence in the financial services industry, the MAS is continuing to ensure
that firms and representatives are fit and proper and comply with business conduct rules. As
Singapore continues to position itself as a leading asset and wealth management hub, the
MAS has also been focusing on ensuring the integrity of these sectors.

The main types of financial services misconduct that the regulator is investigating include
mis-selling of financial products, breaches of business conduct rules, and serious unfitness
and impropriety.

Money laundering — Related control breaches

Singapore being a trusted global financial centre is exposed for ML and TF activities. The MAS
is working closely with the Commercial Affairs Department to uncover and address ML and
related control breaches. It expects Fls to have robust AML / CFT controls in place to detect
and disrupt attempts to abuse Singapore’s financial system for illicit purposes.

MAS' Experts Panel Proposes Ways to Enhance Technology Resilience and Tackle Emerging Threats

MAS' Cyber and Technology Resilience Experts Panel convened to discuss a range of topics,
including technology resilience, third-party risks, quantum security and digital financial scams
at its inaugural meeting on 16 April 2025.
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Prudential & Risk - Financial Stability, Operational Resilience

Operational resilience
UK EU

PRA/FCA Consultation Paper 26/23 EU Digital Operational Resilience Act (DORA)
Oversight framework, second batch of RTS and

‘Operational Resilience: Critical Third Parties to ITS published 17 Jan 2024 :
the UK Financial Sector’ published on 7
December 2023 ICT risk management framework

Second UK Consultation paper expected Q4
Classification of ICT-related incidents

This will include how and when data is collected on
the use of third parties and will overlap with Harmonised templates for the register of
existing outsourcing notification requirements. information

Policy on ICT services performed by ICT third-
party providers EU Commission reviewing before
adopting the technical standards

Further delay to FRTB? Although the majority of Basel Il requirements became applicable in
the EU from 1 January 2025, the EC is consulting on updating its approach to the Fundamental
Review of the Trading Book (FRTB). This comes as a result of continuing implementation delays
in other major jurisdictions, specifically the UK and US. The EC proposes three options -
implementing as planned from 1 January 2026, delaying by a further year to 1 January 2027 or
introducing temporary amendments for up to three years.

EU-wide bank stress test: The EBA has launched the 2025 EU-wide stress test to assess the
resilience of the banking sector under baseline and adverse scenarios over a three-year time
horizon. The adverse scenario involves a hypothetical worsening of geopolitical tensions, with
persistent trade and confidence shocks affecting private consumption and investments, both
domestically and globally. ECB supervisors will examine 571 of the largest banks as part of the
EBA-coordinated initiative. In parallel, the ECB will carry out its own stress test of 45 mid-sized
banks not covered by the EBA. Results of both exercises will be published in August 2025 and
will be used to update banks' Pillar 2 guidance as part of the Supervisory Review and Evaluation
Process (SREP).

Liquidity treatment of SFTs: The EC has proposedto amend the Capital Requirements
Regulation (CRR) to make permanent the current temporary treatment of short-term securities
financing transactions (SFTs) for the calculation of the net stable funding ratio (NSFR). This
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would avoid any lapse in the current treatment — which is due to end on 28 June 2025 — and
help to ensure an international level playing field.

Internal model authorisation: The EBA has published final Implementing Technical Standards
(ITS) amending the existing joint decision process for internal model authorisation under the
CRR. Specifically, the revised ITS incorporate changes to the Advanced Measurement Approach
(AMA) for operational risk.

Pillar 3 data hub: As part of the Banking Package, the EBA has published final draft ITS on the
Pillar 3 data hub for “large and other institutions”. This will centralise prudential disclosures
through a single electronic access point on the EBA website.

Data collection for 2026 benchmarking: The EBA is consultingon amendments to the
Implementing Regulation on the benchmarking of credit risk, market risk and IFRS9 models for
the 2026 exercise. Most of the significant changes relate to market risk, with only minor
changes proposed for credit risk.

Methodology for supervisory equivalence: The EBA has updated its methodology for the
assessment of regulatory and supervisory frameworks of non-EU countries. The changes
reflect amendments to the CRR and Capital Requirements Directive (CRD). The methodology is
based on a two-step questionnaire, available via the EBA website.

Consumer Trend Report: The EBA has published its latest Consumer Trend Report covering
retail banking products and services. The most important issues affecting EU consumers were
identified as: (i) payment fraud (an increase in unauthorised transactions and a rise in
cryptoasset scams), (ii) indebtedness (with inadequate creditworthiness assessment
procedures and implications of the rising cost of living), and (iii) unwarranted de-risking
(consumers facing increased difficulties accessing bank accounts). The EBA will now consider
what actions to take to address the issues identified.

Papers

i.  OpRes - Cyber Simmons Simmons; The EU Cyber Resilience Act — 28 Jan
ii.  OpRes - DORA Hogan Lovells; European Commission confirms that financial services
are not ICT services for DORA purposes — 30 Jan
iii.  OpRes-DORA Simmons Simmons; DORA: Clarifying regulation of ICT services — 28 Jan
iv. OpRes - DORA Simmons+ - Simmons; DORA: Implementation day is here — 17 Jan
V.  OpRes - DORA Hogan Lovells; DORA — One week to go — 10 Jan
Vi. OpRes - DORA Linklaters; Commission rejects DORA subcontracting rules — 31 Jan
vii.  OpRes-DORA Linklaters; EU shares key guidance on DORA — 23 Jan
vii.  OpRes-DORA Linklaters; DORA deadline day arrives: Here are five things firms still need
todo — 16 Jan

CRR3/CRDV]
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https://www.hoganlovells.com/en/publications/european-commission-confirms-that-financial-services-are-not-ict-services-for-dora-purposes
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https://www.simmons-simmons.com/en/publications/cm60fpyud06qktr0k9h3ch8vg/dora-implementation-day-is-here
https://www.hoganlovells.com/en/publications/dora-one-week-to-go
https://financialregulation.linklaters.com/post/102jxxu/commission-rejects-dora-subcontracting-rules
https://financialregulation.linklaters.com/post/102jvbe/eu-shares-key-guidance-on-dora
https://financialregulation.linklaters.com/post/102ju9k/dora-deadline-day-arrives-here-are-five-things-firms-still-need-to-do
https://financialregulation.linklaters.com/post/102ju9k/dora-deadline-day-arrives-here-are-five-things-firms-still-need-to-do
https://www.cliffordchance.com/briefings/2021/11/new-eu-third-country-regime-for-banking-business.html
https://www.cliffordchance.com/briefings/2021/11/new-eu-third-country-regime-for-banking-business.html
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CRR/BASEL3.1

Implementation

EU IFD/IFR

IFD/IFR
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2023 2024 2025
BRRD Daisy Chain Formal adoption of EBA work to deliver The CRR3 Member states must
amendments Regulation provisions CRR3/CRDVI package and CRR3/CRDVI mandates Regulation is to adopt and publish
consequential on on indirect publication in Official Journal  ongoing. apply (with meneures
the Daisy Chain  subscription of expected May 2024. limited lmplgmeptlng the CRD
Regulation had to internal MREL eligible : ; exceptions) from VI Directive 18 months
be broughtinto  instruments within Formal adoption of the Daisy 1 January 2025. ﬁo:\ytpe: df ol |tsd "

: Chain Directive expected in Q2 entry into force and to
force by 15 resolution groups A Xpe Aoty hose Feasiate
November 2023. apply from from the following day.

1 January 2024.
2023 2024 2025
Basel 3.1 - PRA first Basel 3.1 — HMT Basel 3.1 - PRA Basel 3.1 — Third Cryptoasset Basel 3.1 - UK
Policy Statement expected to second Policy PRA Policy posures - BCBS  implementation
(PS17/23) published Publish draft Statementexpected ~ Statement expected Standards (SCO60) date —1 July
December 2023. secondary Q2 2024. fc;llowmgdpubllcauon on prudential 2025.
legislation in of secondary treatment of
SDPTs —PRAfirst 2004, SDDTs - PRA plans to legislation by HM ciyptoassets 1 be
Policy Statement ; Treasury. 3
(PS15/23) published consulton capits! implemented by 1
elements of the regime January 2025.
December 2023. in Q2 2024.
2023 2024 2025
mmn

EBA report on dto ission reports on various The first data on the diversity

prudential ﬁnallse Guldehnes on aspects of IFD and IFR due by practices under the planned

treatment of benchmarking of 26 June 2024. EBA GL§ is expectgd to be

ESG-related diversity practices in reported in 2025 with a

assets 2024. EBA report on convergence and rze.;;‘r‘ence date of 31 December
published gender-neutral remuneration ?

October 2023. policies expected Q2 2024.

- Germany

Guidelines
+ 8 July 2024: BaFin issued a supervisory notice for DORA:
» Non-binding
» Aim: support companies in impl g the DORA ire ts for regular ICT risk management (Articles 5 - 15
DORA) and ICT third-party risk management (Articles 28 - 30 DORA)
» Content: Implementation instructions, Overview of minimum contractual contents that supervised

must agree with ICT third-party service providers

Circulars

+ VAIT, ZAIT and KAIT: BaFin repealed these circulars with effect of 16 January 2025

BAIT

-> Chapter 11 BAIT: repealed with effect of 16 January 2025
=> BAIT twill be fully revoked by 31 December 2026

* National

and

has been implemented thro the Financial Market Digitalis

+ The German Federal Financial Supervisory Authority (BaFin) and the German Bundesbank play a crucial role in the

i ion and monitoring of DORA.

on

remain including

(see also

Recital 29 DORA: "Those principles are complementary to the sectoral law applicable to outsourcing”)

» Monitor compliance by German financial institutions and ICT third-party service providers
» In the event of violations, BaFin can issue orders that are appropriate and necessary to ensure compliance
» Among other instruments, BaFin may order an investment management company to:

Cease and desist

Take corrective and remedial action if necessary

The level of fines for breaches is significant (fines up to €5 million - depending on the offence)

« Option to impose criminal penalties, potentially in lieu of administrative penalties, with competent authorities having

access to information related to criminal investigations and proceedings (Art. 52)
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https://www.cliffordchance.com/content/dam/cliffordchance/briefings/2021/07/uk-client-briefing-the-fca-pra-and-bank-of-england-have-published-a-discussion-paper-seeking-views-on-proposed-regulatory-plans-to-improve-diversity-and-inclusion-in-regulated-firms.pdf
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https://www.cliffordchance.com/content/dam/cliffordchance/briefings/2021/07/uk-client-briefing-the-fca-pra-and-bank-of-england-have-published-a-discussion-paper-seeking-views-on-proposed-regulatory-plans-to-improve-diversity-and-inclusion-in-regulated-firms.pdf
https://www.cliffordchance.com/content/dam/cliffordchance/briefings/2021/07/uk-client-briefing-the-fca-pra-and-bank-of-england-have-published-a-discussion-paper-seeking-views-on-proposed-regulatory-plans-to-improve-diversity-and-inclusion-in-regulated-firms.pdf
https://www.cliffordchance.com/content/dam/cliffordchance/briefings/2021/07/uk-client-briefing-the-fca-pra-and-bank-of-england-have-published-a-discussion-paper-seeking-views-on-proposed-regulatory-plans-to-improve-diversity-and-inclusion-in-regulated-firms.pdf
https://www.cliffordchance.com/content/dam/cliffordchance/briefings/2019/12/ifr-ifd-the-new-eu-prudential-regime-for-investment-firms.pdf
https://www.cliffordchance.com/content/dam/cliffordchance/briefings/2019/12/ifr-ifd-the-new-eu-prudential-regime-for-investment-firms.pdf
https://www.cliffordchance.com/content/dam/cliffordchance/briefings/2019/12/ifr-ifd-the-new-eu-prudential-regime-for-investment-firms.pdf
https://www.cliffordchance.com/content/dam/cliffordchance/briefings/2019/12/ifr-ifd-the-new-eu-prudential-regime-for-investment-firms.pdf
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SImmons:

* The Draft Bill covers a wide range of participants, including payment system operators, payment scheme operators,
electronic money payment and payment in Spain

+ The Draft Bill includes amendments to the sanctioning regime of various regulations

» Depending on the severity of offence and the type of entity, the level of fines for breaches is significant (fines up
to €10 million in case of credit institutions or €6 million for management companies)
Guidelines
CNMV: g December 2024: Reporting of major incidents and significant cyber threats
» System in process for collecting notifications through its Virtual Office (CIFRADOC), requiring a legal person
certificate for submissions
—» Temporary system following a specific template provided by CNMV based on RTS/ITS
» Inform the CNMV via the cybersecurity mailbox of the intention of the entity to send a notification

DGSFP: Reporting of major incidents and significant cyber threats
» The telematic procedure TEL242 is available on the Electronic Office
» Communication following a template provided by the DGSFP

Other
CNMV published results of a self-assessment exercise carried out by 245 entities

—» Covers main aspects of operational resilience included in the European DORA
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LEBA

» The repert also includes recommendations, expectations, regulatory issues worth highlighting and references to

support materials of technical nature that may be helpful in the implementation of DORA

simmons
Simmons

. . Ireland

The Central Bank of Ireland has confirmed the following in its capacity as national competent authority under DORA:

* DORA Registers of Information
Irish firms must submit Rols between 1-4 April 2025 based on information as of 31 March 2025
CBI will publish a system guide on how to submit an Rol via the CBI Portal in March 2025
Pre-enrol with the Portal in advance of changes to the MFA MFA P

+ Major ICT-related Major Incident and Significant Cyber Threat Reporting
The CBI has created a dedicated site for Major ICT-related Incident and Significant Cyber Threat submissions
This site contains links to the reporting templates and a “How To" guide on reporting

+ Threat-Led Penetration Testing (TLPT)
The CBI announced in December 2024 that it would begin engaging directly with in-scope firms on TLPT in the
coming weeks

Luxembourg

simmons
Simmons

Netherlands

seen implemer

through an Implementing Governmental Decree and an am

ment to the Financial

Supervision Act

Januai

The Dutch Authority for the Financial Markets (AFM) and the Dutch Central Bank (DNB) are appointed as the relevant
supervisory authorities in respect of DORA (including for threat-led penetration testing)

The authorities have strong enforcement powers:
Impasition of cease and desist orders, subject to penalties
Impasition of fines ranging from €10,000 to €5 million, depending on the type of violation
Option to publish the offence and the name of the offender
Reporting of incidents:
Enabled through the respective website portals of the authorities
Entities under NIS2 must also report to relevant national CSIRT

Enforcement actions
Focus of authorities is on obtaining Registers of Information
Entities subject to TLPT to be designated in Q1 2025
‘Good Practice Information Security’ guidelines to be revoked

Smmons
SIMmans.

The 2024 Law appoints the National Authority for the Financial Sector (CSSF) and the National Authority for the
Insurance Sector (CAA) as the two supervisory authorities

Powers of supervision and investigation

Sanctions
Different types of instruments : cease and desist
Administrative fines: up to €5 million or 10% of the annual turnover, including administrative fines against
members (individuals) of the management body and any other individual responsible for the breach

CSSF Press Release: 5 December 2024 DORA - di
» Reminding FE to have a LEI code for reporting purposes
» Notification process "eDesk” platform: creation of the eDesk role of “IT Incident Notifier” before 17 January
» Existing ICT contracts:

no need to notify previous agreements already notified (critical ICT outsourcing)

Agreements not already notified shall be listed in the Rol

and advice on p

p

CSSF Press Release: 15 January 2025: Entry in application of DORA Regulation on 17 January 2025
» Incident reporting:
notification to the CSSF in case of outsourcing the reporting obligation
Identification of FE entities which need to report during WE and bank holidays in February 2025
+ Register of Information: to be submitted to the CSSF from 1 April 2025 to 15 April 2025 via eDesk

CSSF 24/847 Major ICT-related incident notification, DORA Major ICT-related incident and significant cyber
threats reporting - User Guide: updated as of 17 January 2025
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Untangling the regulatory web in Dubai and Abu Dhabi; we are noticing a growing number of queries
coming in concerning operational licences, rules and practice standards across the Middle East. As
well as brokerages in particular, fund managers and capital market firms in also are seeking to establish
in the Dubai International Financial Centre (DIFC) or Abu Dhabi Global Market (ADGM), currently the
leading financial service hubs in the Middle East.

e The most common issues firms face when considering the region as a growth option, is
navigating the regulatory environment and understanding the purpose of the multiple
regulators.

e The UAE is a federal elective monarchy made up of seven emirates, with Abu Dhabi serving
as its capital. The main financial centres in UAE are in Dubai and Abu Dhabi, which have
financial freezones where most financial firms are concentrated. Financial regulations in the
UAE are split between federal regulators, who regulate business outside the financial
freezones and specific financial service regulators within the financial freezone. Between
Dubai and Abu Dhabi, there are five primary regulators that are relevant to Fund Managers,
and Capital Markets firms.

Mainland Financial Freezones (FFZ)
Central Bank of UAE (CBUAE) Dubai Financial Services Authority (DFSA)

Securities and Commodities Authority (SCA)  Financial Services Regulatory Authority (FSRA)

Virtual Assets Regulatory Authority (VARA) — sits across both Dubai Mainland and Freezones
except in the jurisdiction of DIFC.

Jurisdiction  Regulator Overview

Federal UAE Central Bank Federal regulator for banking, payment services

UAE and insurance in the UAE Federal jurisdiction

Federal Securities and Commodities ~ Regulator for financial markets, virtual assets

UAE Authority (SCA) and listed entities in the UAE Federal jurisdiction

Dubai Virtual Asset Regulatory The SCA's local licensing authority for virtual
Authority (VARA) asset activities in the Emirate of Dubai

DIFC Dubai Financial Services Sole regulator for prudential, financial markets
Authority (DFSA) and virtual assets in the DIFC
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Jurisdiction  Regulator Overview

ADGM Financial Services Sole regulator for prudential, financial markets

Regulatory Authority (FSRA)  and virtual assets in the ADGM

The role of the Regulators

10.
. VA custody services
12.
13.
14.
15.
16.

11

CBUAE

The CBUAE is the supervisory and regulatory authority of the banking and insurance sector.
This includes supervising firms such as: banks, insurance firms, payment services providers,
rep offices, exchanges, loan-based crowdfunding, stored value facilities, retail payment
services, and payment token services. They are a state institution, and their policies align
with that of the Ministry of Finance and Ministry of Economy.

Securities and Commodities Authority (SCA)

The UAE SCA operates as the primary regulatory body for the securities and commodities
markets in the UAE. The rules and regulations are derived from and in line with Federal laws.
SCA deals with licensing and supervising financial intermediaries, including brokerage firms
and investment companies. Including financial stability and promoting a fair and transparent
market, one of SCA's core aims is to protect investors (including retail).

There is an open data portal where the public can view all SCA licensed firms, their board of
directors, latest financial statements, licensed activities and accredited employees.

Virtual Assets Regulatory Authority (VARA)

Dubai’s VARA is the first independent regulator for virtual assets. It offers eight license types
to Virtual Asset Service Providers (VASPs) looking to operate in Dubai mainland or Dubai
freezone jurisdictions (with the exception of the DIFC).

VARA offers eight license types:

VASP
VA broker-dealer services

VA exchange services

VA lending and borrowing services

VA management and investment services

VA transfer and settlement services

VA issuance category 1 (FIAT-referenced VAs)

There is a public register where you can view VARA authorised firms and the financial
services and endorsements / restrictions they have been authorised to carry out.

Dubai Financial Services Authority (DFSA)

The DESA is the independent regulator of financial services conducted in or from the DIFC, a
purpose-built financial free zone in Dubai, UAE. The DFSA's regulatory mandate includes
asset management, banking and credit services, securities, collective investment funds,
custody and trust services, commodities futures trading, Islamic finance, insurance, an
international equities exchange, and an international commodities derivatives exchange.
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In addition to regulating financial and ancillary services, the DFSA is tasked with supervising
and enforcing anti-money laundering (AML) and counter-terrorist financing (CTF)
requirements applicable in the DIFC. The rules and regulations are based on UK Common
Law and International standards.

There is a public register where you can view authorised firms and the financial services and
endorsements/ restrictions they have been authorised to carry out by the DFSA.

Financial Services Regulatory Authority (FSRA)

The FSRA is the independent regulator of financial services conducted in or from the ADGM.
Within the ADGM legal framework there is FSRA legislation that details all of the regulation
and rules related to Financial Services Firms set up in ADGM. The Financial Services and
Markets Regulations ("FSMR”) sets out the legislative and regulatory framework for financial
services in ADGM. FSMR has been broadly modelled on the UK's Financial Services and
Markets Act 2000 (FSMA).

The FSRA has regulatory powers, functions and objectives in areas of authorisation,
recognition, market infrastructure bodies, enforcement and information gathering powers,
accounting/auditing, listing and prospectuses, collective investment funds, settlement
finality, disclosure of information, financial services transfers, etc.

ADGM is fast becoming the home to several digital assets platform providers and has a
healthy competition with DIFC. There is a public register where you can view FSRA
authorised firms and the financial services and endorsements/ restrictions they have been
authorised to carry out.

Why are firms choosing the UAE?

We are witnessing firms globally flock to the UAE, outside of the attractive fiscal oasis and
sunshine, there is a long list of reasons why financial services firms are choosing the UAE as
their new homes or growth hubs for the region.

Strategic positioning and future growth

The UAE's strategic geographical location makes it an ideal gateway for traditional financial
services and crypto firms to access markets in the Middle East, Africa, and South Asia. The
UAE is recognised as a bridge between the East and the West from a commercial, financial,
and logistical perspective.

Leading innovation and regulatory clarity in virtual assets

Dubai and Abu Dhabi have set out clear regulatory frameworks for virtual assets. They have
demonstrated to firms seeking authorisation in this area that they are aware the world is
evolving, and they are embracing it. Providing regulatory sandbox environments for firms to
test new products and services in a controlled environment is an example of this.
Regulatory agility and streamlined operations

The DIFC and ADGM stand out for their streamlined licensing process and flexibility in fund
structures, less bureaucracy than what we would typically see in more established financial
hubs. This regulatory agility is a huge contrast with the more traditional financial centres.
Setting up: Mainland vs Freezone; To understand the role of each regulator, you need to
understand the lay of the land.

There are "Mainland Regulators” — CBUAE, VARA and SCA, who have oversight of and
authorise firms to conduct licensed financial services activities specifically on mainland
territory only. There are also Financial Freezones (FFZ), Dubai International Financial Centre
(DIFC) where the DFSA is based and ADGM where the FSRA is based.
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Why are most fund managers and capital markets firms choosing to set up in ADGM or DIFC
rather than mainland?

The freezones have been set up to allow firms to have 100% foreign ownership with no local
ownership required unlike a mainland entity. This suits financial services firms who have
more of a global client base rather than local UAE customers. Of course, the big attraction to
freezones is that entities are exempt from corporate taxes.

The FSRA and DFSA are continuing their trajectory of integrity and international standards of
regulation which remains incredibly attractive for regulated financial services firms wanting
to explore global growth opportunities.

Regulator priorities and examples of collaborations

The UAE, generally, is very protective of its brand identity and how this is perceived by the
rest of the world. There is healthy economic competition between the regulatory bodies, but
at the same time recognition of when there needs to be synergies and collaboration.

We've seen examples of this with UAE passporting for Funds (SCA, DIFC and ADGM
collaboration) and the continued focus on maintaining the FATF rating e.g. regular AML
reporting required by firms.

There is a significant focus on ensuring the financial centres (DIFC and ADGM) are operating
at and perceived to be in line with global standards of regulation. The regulators are engaging
authorised firms on a regular basis in the relevant regions with outreach sessions (these can
be sectoral or a specific regulatory topic) and consultation papers to finesse and clarify rules
and regulatory guidance.

We are particularly noticing a ramp up in consultation concerning digital assets and FIAT
referenced tokenisation (a category of stable coin). As we progress in the year, we expect to
see further consultation from the regulators in the crypto space and the Funds regime.
Looking as far as 2026, we expect to see the changes in the Client Asset rules and
Authorised Individuals regime finalised and implemented.

How do | know if | need a financial services licence in the UAE?

In general, if you want to run a financial service business (i.e., carrying out regulated financial
services in relation to regulated financial products) in or from the UAE, you will most likely
need a financial services licence to do so.

However, each regulator listed above has a separate regime to determine the types of
products and services that form part of its financial services regime and accordingly a
requirement to obtain either a financial services licence or another form of prior approval /
authorisation where applicable.

How do you obtain a financial services licence in the UAE?

Each regulator has a similar but distinct approach to facilitating financial services licences in
their jurisdictions and bespoke requirements that apply on the basis of the proposed
financial services business.

However, in general, obtaining a financial services licence in the UAE requires satisfaction of
the following steps:

satisfying initial due diligence and discussions with the regulator,;
submitting a formal application to be assessed by the regulator;
receiving an in principle approval from the regulator;

completing the conditions set out in an in principle approval; and
receipt of the financial services licence.
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Throughout the licensing process, successful applicants are required to demonstrate to the
regulator that they have a thorough understanding of their obligations under the relevant
financial services regime, access to the minimum capital requirements, have made
mandatory personnel appointments, implemented mandatory policies and procedures and
client facing documentation, and a suitable place of business in the UAE.

How much does a financial services licence cost in the UAE?

There are a range of different costs to consider when budgeting for obtaining a financial
services licence in the UAE. These will vary depending on the type of business you want to
operate and the resources you may already have on hand from operating outside of the UAE.
However, some costs you may wish to consider could include:

regulatory fees (application and ongoing supervisory fees);

incorporation of the relevant entity (or group of entities);

appointment of relevant personnel (including visa sponsorship if it is required);

regulatory capital and ongoing operational expenses; and

external advice to support your application and business (i.e., legal advisors, tax consultants,
etc.)

Who regulates banking and financial services in your jurisdiction?

The UAE has four different regulators responsible for the authorization and supervision of
banks, insurers and other financial institutions. These are: (i) the Central Bank of the UAE
(CB);); (ii) the Securities and Commodities Authority (SCA); (iii) the Dubai Financial Services
Authority (DFSA), which is the regulator of the Dubai International Financial Centre (DIFC);
and (iv) the Financial Services Regulatory Authority (FSRA), which is the regulator of the Abu-
Dhabi Global Market (ADGM).

There are two regulators in the "on-shore" UAE: (i) The Central Bank of the UAE that regulates
banks, finance companies, payment service providers and insurance companies and (ii) the
Emirates Securities and Commodities Authorities (ESCA) that regulates markets, listed
companies and securities brokers.

The Central Bank under its new law no. 14 of 2018 has very wide powers to supervise and
sanction the Fls within its remit with the ability to censure, fine, sanction and withdraw
licenses and to cooperate with foreign regulators.

The ESCA has more limited powers under its law no. 4 of 2002 but is trying to exert more
control, including naming and shaming violators of its regulations.

The AML supervisor is the Financial Intelligence Unit (FIU), an independent body hosted at
the Central Bank

The allocation of responsibilities between the CB, SCA, DFSA and FSRA is as follows:

The CB and SCA regulate and supervise on a UAE federal level, respectively, all banks,
insurers and insurance brokers for the CB while the SCA regulates, securities traders and
markets. In 2020 the UAE legislator merged the Insurance Authority (IA) with the CB, and the
IA is now fully integrated within the CB
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e The UAE Council of Ministers has also decided to consider the two UAE exchanges, the
Dubai Financial Market (DFM) and the Abu Dhabi Exchange (ADX), as self-regulated
organizations under the supervision of the SCA.

e The DFSAis the financial regulator and supervisor of all banks, investment firms, securities
traders and re-insurers that operate within the DIFC, a financial free zone located in the
emirate of Dubai, which is governed by its own rules and regulations largely based on
common law principles, as opposed to civil law on the UAE federal level. DFSA-regulated
firms include investment firms, asset managers, hedge funds, brokers, financial advisers and
insurance intermediaries.

e The FSRA is the financial regulator and supervisor of all banks, investment firms, securities
traders and re-insurers that operate within the ADGM, a financial free zone located in the
emirate of Abu Dhabi, which is governed by its own rules and regulations based on the laws
of England and Wales, as opposed to civil law on the UAE federal level. ADGM-regulated firms
include investment firms, asset managers, hedge funds, brokers, financial advisers and
insurance intermediaries

e What are the main sources of regulatory laws in your jurisdiction?

e There are two sources of regulatory laws in the UAE, the Central Bank Law no. 14 of 2018
and the ESCA law no. 4 of 2002. The main federal law for banking and financial services is
Federal Law No. 14 of 2018 regarding the Central Bank and organization of Financial
Institution and Activities, which replaced the old Law No. 10 of 1980 concerning the Central
Bank, the Monetary System and Organization of Banking and the insurance industry. The SCA
is governed by Federal Law No. 4 for the year 2000 concerning the Emirates Securities and
Commodities Authority and Market. The two regulators have issued a number of regulations
applicable to the financial institutions that fall under their jurisdictions.

e The CBis also supposed to issue a number of updated regulations pursuant to its new law,
and it is now issuing a number of these regulations, such as the Stored Value Facility (SVF)
and the Retail Payment System (RPS).

e With regard to the DIFC, the DFSA issues rules and regulations that apply to the financial
institutions that operate within the DIFC. The main laws governing financial institutions in the
DIFC are the following:

o Regulatory Law 2004

o Markets Law 2012

o Law Regulating Islamic Financial Business 2004
o TrustLaw 2005

o Collective Investment Law 2010

o Investment Trust Law 2006

e In addition, the DFSA has published a number of regulations applicable to financial
institutions incorporated within the DIFC.

e The FSRA issued the Financial Services and Market Regulations, which were broadly
modeled after the UKs Financial Services and Markets Act (2000) and other related
legislation.

e What types of activities require a license in your jurisdiction?

e The CBUAE regulates the below activities:

o Taking deposits of all types, including Shar'iah-compliant deposits

o Providing credit facilities of all types

o Providing funding facilities of all kinds, including Shar’iah-complaint funding facilities
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o Providing currency exchange and money transfer services

Providing monetary intermediating services

o Providing stored values services, electronic retail payments and digital money
services

o Providing virtual banking services

Arranging and/or marketing for Licensed Financial Activities

o Acting as a principle in financial products that affect the financial position of the
Licensed Financial Institution, including but not limited to foreign exchange, financial
derivatives, bonds and sukuk, equities, commodities, and any other financial products
approved by the Central Bank

e The Central Bank regulates Stored Value Facilities, including crypto currencies and the ESCA
regulates crypto-assets.

e Theregulators in the Financial Free Zones regulate various activities, including the following:

o Accepting deposits

Dealing in investments as principal or as agent

Providing credit

Managing assets

Operating collective investment funds

Providing custody and trust services

Acting as a trustee of a fund

Advising on financial products or credit

Insurance intermediation and management

Carrying out payment services

Consumer lending

Providing investment advice

Trading in securities and other investments as principal or as agent

Arranging transactions in investments

Managing profit-sharing investment accounts

Crowdfunding

o How do the licensing requirements apply to cross-border business in your jurisdiction?

e Currently, there is no prohibition on foreign banks that deal with clients located in the UAE.
The only restriction is the prohibition on holding mortgages on real estate, and such banks
would need to have recourse to a local security agent that is a bank, or a financial institution
licensed by the CB.

e Alawissuedin 2016 creates a secure registry for movable assets, and foreign banks may
register as pledgee and hold movable assets as security without needing to have a local
security agent.

e There are more restrictions on insurers and insurance brokers that are required to be
licensed by the CB. Foreign insurance companies may not insure assets located in the UAE.

e Similar restrictions apply to the promotion and marketing of foreign funds in the UAE. This
must be done through a local agent licensed by the SCA, unless the promotion or marketing
is on a reverse solicitation basis or such foreign funds are targeted to Sovereign Wealth
Funds or Qualified Investors, provided they are not individuals.

e Inthe DIFC and ADGM, which are wholesale jurisdictions, a foreign entity may only deal
through a DFSA-authorized firm unless it is dealing with a market counterparty.

o What are the requirements to obtain authorization in your jurisdiction?

o

o

O O O O O O O O O OO0 OO OO 0O o
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e FEach of the four regulators mentioned above have their own specific requirements that must
be satisfied by the applicant firm seeking to become authorized. These requirements are also
largely dependent on the type of activity the applicant firm is seeking to practice. However,
the following general factors will be considered:

e Ownership and group structure

o Corporate governance structure
o Senior management resources
o Suitability
o Fitness and propriety

e Thereis a moratorium on new banks in the UAE, including branches of foreign banks. As for
other Fls, a RBP must be submitted together with a number of key individuals: (i) a CEQ, (i) a
compliance officer, (iii) a money laundering reporting officer, (iv) an internal audit officer. This
personnel must be fit and proper.

e Whatis the process for becoming authorized in your jurisdiction?

o Both the CBUAE and ESCA have sandboxes that are for a year and after that, the company
may be licensed on a fast track basis or has to wind up. As for licensing, it starts with a
meeting with the BSU at the CB to be followed by submitting an RBP and then the
appropriate manuals. It takes up to six months to be licensed by the CBUAE. The process at
ESCA should take between 2-3 months. In detail, an applicant firm must complete a formal
process to obtain authorization from the relevant regulator. As described above, the process
for authorization will vary depending on the regulator.

e For example, the process for becoming authorized by the DFSA involves the following:

o Submission of a Letter of Intent — The Letter of Intent generally covers the following:

Intention of the applicant and the activities intended to be conducted
Reasons for setting up in the DIFC
Founding directors and corporate structure

. Resources and functions-details of who will be based in the DIFC entity
Permanent office space requirements

53—~
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Submission of a Regulatory Business Plan (RBP) — The RBP should set out the
strategy and rationale for establishing an operation in the DIFC, as well as
demonstrate how the business will be managed and controlled. The DFSA needs to
understand the business model of the applicant firm so they can ensure that it is
authorized for the correct financial services, investment types and client types, as
well as to enable them to assess the adequacy of the applicant firm's resources. The
applicant firm will need to do the following:

Identify all the financial services and any other activities it intends to carry out
Identify all the likely business and regulatory risk factors

Explain in depth how it will monitor and control these risks

Consider any intended activities

aF-E s

o Submission of additional DFSA Application Forms and supporting documentation
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The timing for processing each application for authorization can take anywhere between four and
six months from the date of receiving the applicant firm'’s full and complete application.

What financial services passporting arrangements does your jurisdiction have with other
jurisdiction?

The UAE does not have financial services “passporting” arrangements with any other jurisdiction.
However, the DFSA has signed a number of MOUs with foreign regulators.
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IFR/ CRR/ CRD6 & Operational Risk, Resilience

What's coming up for the UK and EU capital regimes?

REVISED UK BASEL 3.1

IMPLEMENTATION gﬁ?:’uFTBF{%%;"
DATE
EU CRR I EU CRD VI PHASE IN
APPLICATION APPLICATION PRA announced on 17 January a
" further delay to UK. Both the EU and U.K. propose the
Applies final Basel lll standards 500 generally from 11 implementation of ‘Basel 3.1 until output floor be fully implemented
generally* from 1 January 2025 January 2026 1January 2027 by 1January 2030.
EU CRR I U.K. SDDT CAPITAL
APPLICATION REGIME
*FRTB standards application 1January 2027 implementation

deferred until 1 January 2026 anticiapted

BCBS STANDARDS ON
PRUDENTIAL
TREATMENT OF
CRYPTOASSET
EXPOSURES

Intended implementation date 1
January 2026

DORA - CTPP roadmap: The ESAs have published a roadmap for implementing the pan-European
oversight framework of critical ICT third-party service providers (CTPPs) under the Digital
Operational Resilience Act (DORA). Final designation and oversight will begin from end-2025.

Subcontracting under DORA: The ESAs have issued an opinion on the EC's rejection of draft RTS on
subcontracting under DORA. The EC rejected the original RTS - which specified additional elements
that financial entities must assess when subcontracting ICT services that support “critical or
important functions” - on the grounds that it exceeded the ESAs' powers. The ESAs’ opinion now
confirms the EC's assessment and proposed amendments.

Capital requirements for insurers’ crypto holdings: EIOPA has recommended to the EC that EU
insurers holding cryptoassets apply a one-to-one capital requirement. EIOPA considers these assets
to be inherently risky and highly volatile, hence recommmending the 100% haircut to the assets in the
standard formula. The EC will consider the proposals as part of its wider review of Level 2 Solvency
[l provisions.

Assessment of competence under MiCA: ESMA has launched a consultation on Guidelines for the
criteria on the assessment of knowledge and competence under the Markets in Crypto Assets
Regulation (MiCA). The Guidelines aim to ensure staff advising on cryptoassets or cryptoasset
services have a minimum level of knowledge and competence, enhancing investor protection. ESMA
expects to publish a final report (for submission to the EC) in Q3 2025. This consultation runs
alongside various other Level 2 guideline and RTS packages that continue to be published — see full
list here.
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Al in insurance: EIOPA has published a consultation on its Opinion on Al governance and risk
management. It does not impose new expectations on firms but rather maps out how existing
requirements under Solvency Il, the Insurance Distribution Directive and DORA should be applied to
Al. To avoid overlap with the EU Al Act, the consultation focuses on non-high risk use cases.

U.K’s 'smarter’ prudential regulatory framework

Transferring CRR provisions to PRA rulebook and statements of policy
HMT restatement of equivalence regimes

Review of leverage ratio requirement thresholds

Amendments to large exposures framework

New rules on step-in risk

A smarter ring-fencing regime; Evolution Not Revolution

e Financial Services and Markets Act 2000 (Ring-fenced Bodies, Core Activities, Excluded
Activities and Prohibitions) (Amendment) Order 2024
e Changes to ring-fencing thresholds:

Core deposit threshold - £35bn
Secondary threshold
De minimis threshold on exposures to single RFI

e Architectural reforms:

Geographical restrictions removed
4 year transitional period on merger/acquisition

e Permitted products and services:

SMEs

Trade finance

Debt restructuring

Conduit vehicles

Derivatives

Central banks and MDBs
e Approach to international firms
U.K.- PRA CP11/24 — International firms: Updates to SS5/21 and branch reporting
EU - New restrictions on cross border banking services (CRD VI)

Operational Incident and Third — Party Reporting: The FCA is consulting (CP24/28) on reporting
operational incidents and material third — party arrangements. The consultation, which closes in
March, includes detailed reporting tables.
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Operational Resilience / Cyber security

e ESAs: ESAs are recruiting Heads of Unit for their DORA Joint Oversight Team (20 Dec), The
ESAs’' Dry Run exercise shows the goal of reporting of registers of information under Digital
Operational Resilience Act in 2025 within reach (17 Dec)

e PRA:CP17/24 — Operational resilience: Operational incident and outsourcing and third-party
reporting,

e PRA: Operational resilience: operational incident and outsourcing and third-party reporting for
financial market infrastructures (FMIs) (13 Dec)

e ECB Banking Supervision: Operational & ICT risk SREP methodology (17 Dec)
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Green finance, ESG & Disclosures

2025 2026 2027 2028 2029

=

Timings currently in the CSRD

Timings in the Postponement
Proposal

The EU’s sustainability rollback is a retreat disguised as simplification

e The European Commission’s ‘Simplification Omnibus’ proposal was presented as a
necessary step to reduce the regulatory burden on businesses and enhance European
competitiveness. However, beneath the rhetoric of simplification lies a profound retreat from
the EU’s sustainability commitments.

e The proposal significantly weakens corporate transparency, accountability and long-term
economic credibility, undermining years of progress in environmental, social and governance
(ESG) regulation.

Exposed; ; Many of the world's most climate-vulnerable cities are in Europe, as wildfire and flood
risks rise due to extreme Weathe[.

AAAAA

In the wake of World Earth Day on 22 April, the OECD's latest report, "The Ocean Economy to 2050,"
provides a timely reminder of the criticality of a sustainable ocean economy. It also underscores the
need for cleaner energy sources and digital technologies to mitigate environmental impacts and
enhance productivity of ocean industries. On which note, the International Maritime Organisation
achieved a significant win this month in agreeing a decarbonisation pathway for the shipping sector
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On the primacy of Blue, David Attenborough, as he is releasing a new film on Oceans on 8
May to coincide with his 99" birthday: "After living for nearly 100 years on this planet, | now
understand the most important place on Earth is not on land — but at sea."

In a positive development for nature and biodiversity this month, the IFRS Foundation and
the Taskforce on Nature-related Financial Disclosures (TNFD) have signed a Memorandum
of Understanding (MoU) to enhance nature-related financial disclosures for capital markets.
This collaboration will focus on integrating TNFD recommendations into the ongoing work of
the International Sustainability Standards Board (ISSB).

This edition also covers significant updates from the Loan Market Association, which has
revised its Green, Social, and Sustainability-Linked Loan Principles to better support
environmental and social objectives through lending. Additionally, the European Platform on
Sustainable Finance has proposed a streamlined sustainable finance standard for SMEs,
addressing challenges in accessing sustainable finance.

We also delve into the EU's Omnibus 'stop the clock’ package, which postpones sustainability
reporting requirements under the CSRD and CSDDD, and the UK’s world-first nature
standards aimed at preventing greenwashing and promoting investment in nature
restoration. Whereas the state of play in the US continues to change at pace with the SEC's
decision to cease defending the Climate-Related Disclosure Rule along with the Executive
Order to prevent any state-level laws that are perceived to impact energy dominance.

International Maritime Organisation Framework Agreement reached (shipping); On 7 April, a

landmark framework was approved by the International Maritime Organisation (IMO) to guide the
shipping industry toward net-zero emissions by or around 2050.

The framework, which is legally binding, introduces a mandatory marine fuel standard and a
greenhouse gas emissions pricing mechanism for all large oceangoing vessels over five
thousand gross tonnage - said to be responsible for approximately eighty-five percent of
global CO, emissions. Specifically, the approved measures include a new fuel standard for
ships and a global pricing mechanism for emissions. These measures are set to be formally
adopted in October 2025 and enter into force in 2027. The framework will require ships to
comply with:

o A global fuel standard: Ships must reduce, over time, their annual greenhouse gas
fuel intensity (GFI), i.e., how much GHG is emitted for each unit of energy used, which
is calculated using a well-to-wake approach; and

o A global economic measure: Ships emitting above GFI thresholds will have to acquire
remedial units to balance their deficit emissions, while those using zero or near-zero
GHG technologies will be eligible for financial rewards.

Implications: While the agreement is a welcome step in the right direction for reducing
emissions in this sector, there is disappointment that the outcome did not reflect a flat levy
which was the initial ambition of the negotiations. That said, the net-zero shipping transition
presents a significant investment opportunity for developing green maritime infrastructure
globally and the challenges posed will require strategic policy support. The news comes hot-
off-the-heels of the UK government'’s publication of a ‘Maritime Decarbonisation Strategy’
which sets new domestic decarbonisation goals for a thirty percent reduction by 2030 and
an eighty percent reduction by 2040 (both relative to 2008) and outlines key policies to meet
them. We will be monitoring each of these developments closely.
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LMA updates Green, Social, and Sustainability-Linked Loan Principles (financial institutions); On 26
March, the Loan Market Association (LMA) released updated versions of its Green, Social, and
Sustainability-Linked Loan Principles (Principles) to guide the financial sector in supporting
environmental and social objectives through lending.

e These Principles provide a framework for finance projects and borrowers to achieve a
positive ESG impact by emphasising transparency, accountability, and alignment with
sustainable development goals. The updated Principles include several key changes:

o Greater clarity on provisions: The updates distinguish between mandatory
requirements and recommendations, optional actions, or possibilities.

o Ambitious framing: The Principles now emphasise their potential to help businesses
transition to lasting positive environmental and social changes, encouraging a
transformative approach to sustainability goals.

o Deletion of previous exemption language: The updated versions remove language
that exempted transactions from complying with the Green Loan Principles if
completed shortly after publication, requiring all ongoing transactions to adhere to
the updated Principles.

o Expanded Scope: The Principles now cover a wider range of projects and sectors,
reflecting recent developments and the growing diversity of green and social
initiatives.

o New Mandatory Key Performance Indicators (KPI) for sustainability-linked loans: KPIs
must align with the borrower’s sustainability strategy and, where feasible, be
externally verifiable, ensuring alignment with strategic goals.

o Streamlined Verification Process: Information verified in a borrower’s public annual
reporting or regulatory submission need not be re-verified for the Sustainability-
Linked Loan Principles (SLLP), reducing administrative burden.

o Implications: The updates are a helpful development to enhance the credibility and
effectiveness of green, social, and sustainability-linked loans and will be a useful resource for
market participants.

The IFRS has unveiled the IFRS - Roadmap Development Tool launched to support jurisdictions plan
and design adoption roadmaps for ISSB Standards.

EUROPEAN DEVELOPMENTS

European Commission consultation to update verification and accreditation under EU Emissions
Trading System (multi-sector); On 25 March, the European Commission published a consultation on a
draft Commission Implementing Regulation (Implementing Regulation) to amend Implementing
Regulation (EU) 2018/2067 on the verification of data and the accreditation of verifiers (Verification and
Accreditation Regulation) under the EU Emissions Trading System (EU ETS).
e The draft Implementing Regulation in the current consultation includes requirements for
verification relating to:
o Climate neutrality plans, including assessing the completeness and compliance of
the climate-neutrality plan with the requirements in Annex | to Implementing
Regulation (EU) 2019/1842;
o The sustainability and greenhouse gas (GHG) emissions savings criteria from
biomass fuels, renewable fuels of non-biological origin, recycled carbon fuels and
synthetic low carbon fuels, and use of alternative aviation fuels;
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o Carbon dioxide (C0O2) transferred to installations, CO2 transport infrastructure for
long-term geological storage and CO2 that is permanently chemically bound in a
product; and

o Non-CO2 aviation effects.

o Next steps: The consultation is open for comments until 22 April.

ESMA consults on EU Green Bonds Regulation RTS (financial institutions); On 7 April, the European
Securities and Markets Authority (ESMA), published its Consultation Paper on the remaining Regulatory
Technical Standards (RTS) for external reviewers under the European Green Bonds Regulation.
e The RTS cover the following aspects of the external reviewer regime:
Systems, resources, and procedures' appropriateness, adequacy, and effectiveness;
o Compliance function authority, resources, expertise, and access to relevant
information;
o Administrative and accounting procedures’ soundness, internal control mechanisms,
and information systems controls' effectiveness;
o Quality and reliability of sources for external reviews;
o Information, form, and content of recognition applications;
o Notification of material changes in registration information.
e Next steps: ESMA will consider the feedback received to the consultation by 30 May 2025
and expects to publish a Final Report and submit the draft RTS to the European Commission
for adoption by 21 December 2025 at the latest.

EU Commission consults on EU ETS (multi-sector); On 74 April, the European Commission published
a Call for Evidence and 12-week public consultation on the evaluation of the EU Emissions Trading
System (EU ETS) and the Market Stability Reserve (MSR) ahead of their future reviews planned for
2026.

e The consultation will look for feedback in areas such as:

o Addressing the risk of carbon leakage;

o The possible extension of the EU ETS coverage (such as municipal solid waste
incineration, additional flights and aviation activities and installations with thermal
capacity below 20 MW);

o The Market Stability Reserve;

o Thelinking of ETS with other international carbon markets; and

o Support mechanisms for carbon removals and CCU.

o Next steps: The consultation is open until 8 July. Depending on the feedback and review
process, legislative proposals and an evaluation and impact assessment is expected to
follow in Q3 2026.

EFRAG consults on ESRS Set 1 Revision (multi-sector); What: On 8 April, EFRAG issued a call for input
via an online questionnaire on potential revisions to revise and simplify the existing European
Sustainability Reporting Standards (ESRS).
e The public call for input aims to gather input on the key areas of simplification identified in
the Explanatory Memorandum of the Omnibus proposal, including suggestions:
o Onhow to modify the ESRS provisions that are deemed unclear,
o Onhow to improve consistency with other EU legislation;
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o On how to improve the ESRS provisions on materiality to ensure that undertakings
report only material information, do not report unnecessary information and do not
dedicate excessive resources to the materiality assessment process;

o Onhow to simplify the structure and presentation of the standards;

o Onhow to further enhance interoperability with global sustainability reporting
standards; and

o On any other modifications that could simplify the ESRS without compromising their
role in supporting the Green Deal.

Next steps: The consultation is open until 6 May. The technical advice is expected to be
delivered to the EC by 31 October 2025.

SBTi Launches Corporate Net-Zero Standard V2 (multi-sector); What: On 18 March, the Science

Based Targets initiative (SBTi) published an initial draft of its revised Corporate Net-Zero Standard for
public consultation (V 2.0).

The draft standard sets out a science-based, innovative framework that enables more
businesses to join net-zero targets or to commit to set them. Key areas of proposed revision
include:
o Splitting out scope 1 and scope 2 emissions to reflect the unique challenges
decarbonizing each of these categories, with proposals to include a commitment to
move to low-carbon electricity no later than 2040;
o Instead of setting an emissions reduction target, offering increased flexibility through
options to set targets for green procurement and revenue generation; and
o Introducing an assessment and communication of progress against targets
requirement, to enhance accountability and recognize companies leading on
decarbonisation.
Next steps: The consultation will be open for feedback until 1 June following which, the final
standard will become effective as soon as possible after this date.

EU Standard for Streamlining Sustainable Finance for SMEs (multi-sector); On 27 March, the

European Platform on Sustainable Finance (the ‘Platform’) published a report on streamlining
sustainable finance for small and medium sized enterprises ('SME’s).

The Platform observes that accessing sustainable finance for SMEs can be challenging due
to high loan minimums, complex regulations, and lack of awareness or capacity, and the EU
Taxonomy was not specifically designed for nor apply to SMEs, making it harder to access
sustainable funding and for SMEs to disclose their climate related impacts. The “SME
sustainable finance standard” (Standard), proposed by the Platform, is a streamlined,
voluntary framework for banks and other financial institutions to classify loans (or other
types of financing) provided to SMEs as sustainable finance, while simplifying related
voluntary disclosures. The Standard will initially focus on climate related sustainability
indicators and move to other environmental objectives.

Implications: The Standard is likely to be a welcome resource for many SMEs experiencing a
gap in the ability to access sustainable financing as it recognises SMEs’ climate-related
sustainability efforts outside of the Taxonomy Regulation (Taxonomy). The Standard does
not speak to the Omnibus proposals currently being worked through the EU legislative
process and we expect some SMEs may, where appropriate, continue to report to financial
institutions on a voluntary basis against Taxonomy criteria, particularly if they are simplified
following the review of the draft Delegated Regulation amending the Taxonomy Delegated
Acts. Read our dedicated publication here.
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Omnibus ‘stop the clock’ package agreed (financial institutions); On 26 March, the Council of the EU
confirmed it had agreed its negotiating position on the Commission's proposal for an Omnibus
Directive amending CSRD and CSDDD (‘Postponement Directive’) as regards the dates from which
member states are to apply the relevant requirements.

e The Postponement Directive seeks to implement:

o Atwo-year postponement to sustainability reporting requirements under the CSRD
for all "second wave" and "third wave" companies that would otherwise be required to
start reporting in 2026 or 2027 (in respect of financial year 2025 or 2026).

o A one-year postponement to the transposition deadline for the CSDDD (until 26 July
2027) and the deadline for its application to the first tranche of companies (until 26
July 2028).

e Itisaccompanied by a further proposal for an Omnibus Directive amending Directives
2006/43/EC and 2013/43/EU as well as the CSRD and CSDDD as regards certain corporate
sustainability reporting and due diligence requirements.

o Next steps: The Council is now expected to formally adopt the directive at an upcoming
meeting (on 12 May 2025) without any substantial amendments to the Commission's
proposal. You can access our dedicated publication here.

EU Platform on Sustainable Finance response to draft Taxonomy Delegated Act consultation (multi-
sector); On 26 March, the EU Platform on Sustainable Finance (the ‘Platform’) published its response
to the European Commission's call for evidence (CfE) on a draft delegated regulation amending the
Taxonomy Delegated Acts.

e The Platform generally concluded that the amendments represent a step in the right
direction, noting that several of the recommendations in its February 2025 report on the
simplification of Taxonomy reporting have been taken into consideration. The
recommendations made by the Platform include:

o aligning the scope of Taxonomy reporting with the scope of the CSRD, while
preserving the CSRD's original scope;
o additional guidance to be issued to assist with the Taxonomy to simplify the
Taxonomy's implementation and usage; and
o recommendations on the draft regulation, including:
= Introducing a mechanism for all companies to report partial alignment;
= (Clarifying the materiality threshold to ensure that it applies to cumulative
exposure, not individual economic activities; and
= Postponing trading book and fees and commission KPIs for banks to 2027.

e The Platform has since followed up with a report prepared by its technical working group
which develops Technical Screening Criteria (TSCs) for new economic activities and 'do no
significant harm' (DNSH) criteria which will be covered under Annex Il of the Climate
Delegated Act as 'adapted activities'.

The EU Platform on Sustainable Finance has published an updated version of its handbook on
climate transition benchmarks and Paris-aligned benchmarks covering anti-greenwashing measures
and ESG disclosures among other matters.

On 1 April, the EU Commission published an Explanatory Guide to help stakeholders and member
states implement the microplastics restriction under the Registration, Evaluation, Authorisation and
Restriction of Chemicals (REACH) legislation.
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On 1 April 2025, the EU Platform on Sustainable Finance (Platform) published a report on advancing
sustainable finance prepared by its technical working group. The report reflects the Platform’s
second mandate from the European Commission under the Taxonomy Regulation.

ESMA published a risk analysis report on changes to fund names related to the use of ESG terms
and their impact on investment flows.

ESMA has published a final report setting out its analysis and conclusions on a common
supervisory action (CSA) exercise conducted with national competent authorities (NCAs) on ESG
disclosures under the Benchmarks Regulation.

UK DEVELOPMENTS

Home Office updates Transparency in Supply Chains Guidance (multi-sector); On 24 March, the UK
Home Office issued its updated Transparency in Supply Chains Guidance (Guidance) on compliance
with section 54 of the Modern Slavery Act 2075 (MSA).

e Therevised Guidance has been issued to reflect advancements and practices developed
since the introduction of the MSA a decade ago. It aligns with frameworks such as the UN
Guiding Principles on Business and Human Rights and the OECD Due Diligence Guidance for
Responsible Business Conduct. Additionally, it anticipates forthcoming EU sustainability due
diligence requirements, encouraging companies to integrate modern slavery considerations
into broader ESG and human rights programs, rather than treating the Modern Slavery
Statement as an isolated task.

e Businesses subject to various ESG or non-financial reporting regimes are advised to adopt a
unified approach to risk mapping, due diligence, and remediation, thereby streamlining
efforts and meeting diverse stakeholder expectations regarding human rights.

e Implications: We recommend firms consider the updated guidelines and factor in the
practical suggestions to existing policies and processes to identify and mitigate risks of
modern slavery in supply chains.

UK announces the first of its kind nature standards (multi-sector); On 27 March, the British Standards
Institution (BSI) launched a landmark standard (BSI FLEX 701), which is intended to set the bar for
nature investments and prevent greenwashing.

e The new standard has been designed to provide a clear roadmap for businesses and
investors, will promote investment in projects such as wetland restoration, water quality
improvement, flood resilience, and habitat creation. The standard is now available for
immediate adoption by businesses, investors, and project developers, marking a significant
milestone in ensuring that financial flows into nature restoration deliver real impact.

e AsaBSI Flex, the principles set out in the standard are being developed iteratively so they
can be refined over time as nature markets evolve and alongside emerging government
policy. As such, BSI welcomes comments and feedback on the first version, which forms the
basis for further review.

FCA updates the discussion paper on finance for positive sustainable change (financial institutions);
On 2 April, the FCA published an update to its discussion paper of February 2023 on finance for positive
sustainable change, (DP23/1) to provide a summary of the feedback it received together with its
response and next steps.

e The FCA reports that the feedback it received was generally positive. Among other findings:
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o Respondents acknowledged the critical role that senior management and boards play
in delivering and overseeing sustainability strategies;

o Opinions were mixed on accountability and whether there is merit in setting new
expectations regarding senior management responsibilities for a firm's sustainability-
related strategy;

o Most respondents supported linking remuneration and incentives to sustainability-
related objectives, with a preference for a combination of short and long-term
measures;

o Respondents generally agreed that due to the breadth of issues encompassed by
sustainability, there are likely to be gaps in knowledge, necessitating further training
and competence development.

e Next steps: The FCA has confirmed that it is not currently considering introducing new rules
on the themes discussed in DP23/11 but will continue to monitor developments in the
market to make sure it is functioning well.

The Finance Act 2025 has been enacted and includes provisions on rates of environmental taxes,
(such as climate change levy, plastic packaging tax) which were announced in the Autumn 2024
Budget in October 2024.

The FCA has published a website with a voluntary survey issued to ESG rating providers to help
inform the future FCA regulatory regime for ESG rating providers and broader sustainability
disclosures.

On 6 April, new, directly enforceable consumer protection laws came into force under the widely
anticipated Digital Markets, Competition and Consumers Act 2024 (the “DMCC") These changes will
have an impact on the supervisory approach of the Competition and Markets Authority on Unfair
Commercial Practices (UCPs) (e.g., greenwashing).

The UK Government has published its Climate Adaptation Research and Innovation Framework to
support its targets to meet net-zero by 2050.

The City of London Corporation in collaboration with the UK Carbon Markets Forum, has published a
report titled: “The role of the UK in carbon markets: a path to global leadership”, outlining UK's
strengths and opportunities in carbon markets, advocating for its leadership role in scaling high-
integrity carbon markets globally to support climate finance and a just transition.

On 16 April, the UK Supreme Court ruled the legal definition of a woman is based on biological sex.

AMERICAS

SEC votes to end defense of climate disclosure rules (multi-sector); On 27 March, the U.S. Securities
and Exchange Commission (SEC) voted to cease legal efforts to defend the Climate-Related Disclosure
Rule, which required companies to disclose climate-related emissions, risks, and spending.

e The Climate-Related Disclosure Rule was initially adopted in March 2024, aiming to provide
investors with information about climate risks and associated costs. However, it faced
immediate legal challenges from industrial lobby groups and Republican state attorneys

160



https://www.legislation.gov.uk/ukpga/2025/8/contents/enacted
https://www.fca.org.uk/firms/fca-invites-esg-ratings-providers-complete-voluntary-survey
https://www.gov.uk/government/publications/direct-consumer-enforcement-guidance-cma200#full-publication-update-history
https://www.gov.uk/government/publications/climate-adaptation-research-and-innovation-framework/climate-adaptation-research-and-innovation-framework#:~:text=Under%20the%20UK%20Climate%20Change,in%20the%20latest%20risk%20assessment.
https://www.theglobalcity.uk/insights/the-role-of-the-uk-in-carbon-markets
https://www.theglobalcity.uk/insights/the-role-of-the-uk-in-carbon-markets
https://supremecourt.uk/uploads/uksc_2024_0042_judgment_aea6c48cee.pdf
https://www.sec.gov/newsroom/press-releases/2025-58
https://www.sec.gov/newsroom/press-releases/2025-58

European London
Venues & Energy
Intermediaries Brokers'
Association Association

general, who argued that the regulations overstepped the SEC's legal authority and would
burden businesses. The rule's implementation was delayed indefinitely while the cases were
pending in court. Acting SEC Chair Mark Uyeda stated that the rule was "deeply flawed" and
could harm the capital markets and economy. The SEC's decision to stop defending the rule
was met with criticism from its lone Democratic member, Caroline Crenshaw, who argued
that the decision unlawfully sought to undo valid regulations without following proper
procedures.

Implications: The SEC's move aligns with the broader regulatory stance of the Trump
administration, which has consistently aimed to reduce regulatory burdens. While the
decision to cease defending the rule is unsurprising given the political climate, it raises
concerns about the availability of critical climate-related information for investors.
Companies operating in jurisdictions with stringent climate disclosure requirements, such as
the EU, may still need to comply with international standards and state-level standards,
highlighting the ongoing complexity of navigating global ESG regulations.

US Issues Executive Order — ‘Protecting American Energy from State Overreach’ (multi-sector); On 8

April, President Trump signed an Executive Order for “Protecting American Energy From State
Overreach” (the “Order”). The Order seeks to secure America’s energy dominance by ‘removing unlawful
and burdensome state-level impediments to domestic energy production.”

The Order instructs the Attorney General (‘AG’) to "expeditiously" bring cases against state
laws that "are or may be unconstitutional, preempted by federal law, or otherwise
unenforceable." It also requires the AG to take actions necessary to halt the enforcement and
continuation of any civil actions under such laws, and to submit a report by 7 June 2025 on
the actions taken. Additionally, the Order directs the AG to recommend any further executive
or legislative action required to prevent the enforcement of these state laws. The Order is
broadly drafted and may encompass various state law initiatives aimed at addressing
climate change. Specifically, it mentions state cap and trade programs and programs
requiring compensation for past greenhouse gas emissions. The Order also targets laws that
may delay permitting and could impact state "Climate Superfund” laws such as those in
Vermont and New York.

Implications: It is not yet clear how the AG will implement the Order, but we note that while
the Order is focused on the laws and actions of state and local governments, private sector
companies should also monitor implementation of the Order, as these actions may create
uncertainties on the legality of a wide range of climate change or ESG-related state laws,
which apply to or have implications for private sector companies.

ASIA DEVELOPMENTS

China launches first sovereign green bond in London (multi-sector); On 2 April, China issued its

inaugural sovereign green bond on the London Stock Exchange, raising RMB 6bn (5825mn). Proceeds
will support a range of domestic green initiatives, including EV charging infrastructure, marine
conservation, and national parks.

London-RMB-business-annual-report_April-2025.pdf

This marks the first application of the People's Republic of China Sovereign Green Bond
Framework, released by the Ministry of Finance on 20 February. The issuance aligns with
international standards, such as the ICMA Green Bond Principles, and is a key step in China's
broader ambition to peak carbon emissions by 2030 and reach carbon neutrality by 2060.
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e Implications: China's decision to debut in London is both symbolic and strategic. With
European investors leading demand for ESG assets, the move helps China demonstrate its
climate commitments on a global stage. Although the bond size is modest relative to China's
S4tn annual budget, it sends a clear message: China is investing heavily in the green
transition, at a time when other countries may choose a contrarian position. For London, it
reaffirms its role as a hub for green finance and a key bridge to international capital flows

Carbon Emissions Markets

EU Commission DG TAXUD has announced several changes in the Carbon Border Adjustment
Mechanism (CBAM). The announcement can be found here on the main CBAM page. The
changes include:

e A delay to the start of submission of certificates due to imports to 2027 from 2026,
although the calculation period will still start in 2026.

e A lower threshold excluding many smaller importers from scope. However this does
not apply to electricity or hydrogen.

e Some clarifications, including that “indirect emissions” do not apply to electricity.

e Weare currently in the “transitional” phase of CBAM where reporting is required but not
the submission of certificates for imports.

Ends. 06 May 2025
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