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1

Background

1. EMIR data is used by ESMA and the NCAs on an ongoing basis for various policy and

supervisory purposes. For example, analyses of EMIR data have been supporting
policy work on the clearing obligation, trading obligation, benchmarks or commodities
trading. ESMA, as the supervisor of the Trade Repositories (TRs), also analyses EMIR
data on an ongoing basis to monitor TRs’ compliance with the relevant requirements.
Furthermore, ESMA undertakes economic and statistical analyses based on EMIR
data, for example annual statistical reports of the EU derivatives marketz. In the course
of such analyses many data quality issues are identified.

In some cases in the past, such issues were presented to the Repositories Task Force
(RTF) for discussion, and in some instances NCAs requested country-specific detailed
information to be able to reach out to the relevant counterparties. It is worth noting that
any UTlI-level data that may be shared in the context of this framework is also already
available to the relevant NCAs pursuant to the RTS on data access under EMIR. The
added value comes from the more extensive analysis of the dataset.

The report to the BoS on the follow-up to the EMIR peer review? proposed that ESMA
and NCAs should further leverage on such analyses, and that whenever relevant data
quality issues are identified, ESMA will consider if the country- and counterparty-
specific statistics can be easily derived with a view to provide them to the NCAs. As
flagged in that report, this provision of data, the subsequent follow-up with the
counterparties as well as provision of feedback to ESMA on the resolution of the
identified problems should be operationalised under a framework aiming to increase
the effectiveness of these activities without adding any unnecessary tasks to ESMA or
NCAs.

This note sets out a proposal for such framework, specifying the responsibilities of
ESMA and NCAs, the timelines for the exchange of information between NCAs and
ESMA, the format and minimum content of the statistics to be shared by ESMA, the
criteria to decide which reporting counterparties and entities responsible for reporting
(hereinafter ‘reporting entities’) should be addressed as well as the feedback
information to be provided by the NCAs.

1 The provision of data under a delegated project is outside of scope of this note
2 For 2019 ASR see https://www.esma.europa.eu/sites/default/files/library/esma50 157 2025 asr derivatives.pdf
3 ESMA 74-362-522_Follow-up actions to EMIR data quality peer review
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5.

This framework applies to the resolution of significant data quality problems
encountered by ESMA in the course of its activities involving analysis of EMIR data. It
does not cover and is independent from the provision of DQR statistics or calculation
of country-level data quality indicators, that are considered under the proposal for the
delegated project (however, data quality issues identified and addressed under this
framework may serve as an input for enrichments to the DQR and/or data quality
dashboard). The framework is also independent from the work undertaken on the DQ
log of issue shared by NCAs and CBs with ESMA’s TR supervision team.

Finally, it is recognised that ESMA staff may undertake an analysis of a specific data
quality problem following to the inputs, questions and observations received from the
relevant ESMA groups (e.g. CEMA, CDTF) or stakeholders (e.g. ECB/ESRB)*.
Irrespective of the origin of the analysis, whenever the identified data quality issue is
significant (as per the criteria set out in the para 15 of this note), the following steps
(discussion with the RTF, sharing of data, follow-up etc.) would follow the procedure
described in this framework. Additionally, based on our experience, some of the issues
raised by the stakeholders are very specific and concern misreporting of a given entity
or entities. In such cases, it would be inefficient to launch all the steps of the procedure,
however the resolution of the problem by the reporting counterparties still should be
ensured. Such scenarios are described in the last section of this note.

2 Guiding principles

7.

10.

11.

12.

This framework will be applied to the resolution of significant data quality issues,
affecting the use of data at the EU-level.

The criteria to determine the significance of a given issue have been defined in the
framework (paragraph 15). They can be revisited in the future once NCAs and ESMA
gather some experience in applying the framework.

ESMA will share with the corresponding NCAs the relevant data concerning significant
data quality issues on an ad-hoc basis, whenever such issues are identified in the
course of the analysis of EMIR data.

The provision of data envisaged in this framework is independent from other activities
that may involve data sharing (such as EMIR DQR or EMIR data quality dashboard).

In line with the BoS commitment, for each significant data quality issue, NCAs are
invited to follow up at least with the counterparties whose reports constitute a significant
share of all incorrect reports in the EU (based on a threshold defined in the Framewaork).

Setting up a clear timeline to provide feedback on the resolution of an identified data
quality issue is key to ensure efficient use of resources and transparency among
supervisors.

4 Such engagement would be also in line with other activity agreed by the BoS as a follow-up measure to EMIR Peer Review, that
is to “foster inclusion of stakeholders”.
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13.

ESMA will keep track of the identified issues, results of analyses and inputs from NCAs
with a view to provide updates to the BoS on the implementation of the framework (as
the framework is one of the agreed follow-up activities to EMIR Peer Review).

3 Process

14.

15.

16.

17.

18.

The figure below describes the steps that should be followed once a significant data
quality problem is identified by ESMA.

In this context it is proposed that a data quality problem is considered significant if it
fulfils any of the below criterias:

a. Affects at least 5% of the outstanding derivatives (total number at EU level) in
case of Trade State Report (TSR);

b. Affects at least 5% of submissions (total number at EU level) in case of Trade
Activity Report (TAR);

c. Inthe case of data quality issue that, due to its nature, concerns only a subset
of derivatives: affects at least 10% of the outstanding derivatives (total number
at EU level) with a given combination of asset class(es) and contract type(s) in
case of TSR;

d. Inthe case of data quality issue that, due to its nature, concerns only a subset
of reports: affects at least 10% of the submissions (total number at EU level)
with a given action type in case of TAR;

This is without prejudice to the possibility for RTF to agree to follow up on a given data
quality problem following this framework if it is considered desirable by NCAs and
ESMA.

Based on the experience gathered so far, it is not expected that RTF would initiate
follow-up on a new significant data quality problem frequently. It is therefore proposed
to maintain the current ad-hoc process, where NCAs are informed when the issues are
identified. However, with a view not to impact the execution of the yearly DQR, it is
proposed not to initiate follow-up on new data quality issues under this framework in
the course of September and October, as these are the months when NCAs annually
undertake analyses and follow-ups with entities in relation to the DQR.

The proposed process envisages in particular that a given problem is presented to and
discussed with RTF at least twice. Firstly, ESMA would explain the nature of the
problem, provide aggregate statistics to assess how widespread is the issue and, to
the extent feasible, indicate the relevant reporting requirements or guidance with which
the reports do not comply. Where the existing requirements and guidance do not
provide sufficient clarity on the expected way of reporting, RTF may decide to first issue
a guidance and consider addressing the reporting entities only at a later stage. This

5 The criterion to determine which entities should be addressed based on the counterparty-level share of incorrect reports, is
specified in the paragraph 28 of this note.
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first presentation would also be an occasion for the RTF members to share experiences
if similar observations were already made at national level as well as provide any
comments to ESMA analysis. Secondly, ESMA would present to the RTF the results of
the same analysis repeated once the NCAs contacted the relevant reporting entities.
This would allow to verify to what extent the problem has been resolved and, in case
further follow-up is needed, would provide RTF members opportunity to exchange their
views and discuss the most efficient way forward.

ESMA

ESMA identifies a data
quality problem that
may significantly affect
the quality of EMIR data
at EU level

ESMA updates analysis
(if needed) and provides
entity-level statistics to

the NCAs

ESMA reviews the
feedback from NCAs and
re-runs the analysis to
verify if the problem has
been resolved

4 Timeline

RTF

ESMA presents the problem
to the RTF, indicating the
prevalence of the problem at
EU-level and across different
countries.

RTF members provide
feedback to ESMA initial
analysis.

They can also propose to
include additional
information in the analysis, if
relevant.

NCAs

NCAs follow up with the

counterparties

NCAs provide feedback

Results are presented to the
RTF.
RTF decides if further follow-
up is needed

information to ESMA

19. This section sets out an indicative timeline that should be followed starting from the
moment when the problem is presented to the RTF.

Step | Description Timeline

1 Presentation of initial analysis and discussion in the Week X
RTF
Update of the analysis and provision of the entity-

2 level statistics to the NCAs Week X +2
Follow-up by the NCAs (including, to the extent
feasible, resolution of the problem by the

3 . . Week X + 14
counterparties) and provision of the feedback to ee
ESMA
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Review of the feedback from the NCAs and
+
4 rerunning the analysis by ESMA Week X + 16
5 Presentation of the results to the NCAs and The first RTF meeting/call
discussion after Week X+16

20. Based on the above timeline, it is expected that typically the resolution of the problem
should be assessed within 4 months. It is recognised that more complex problems may
not necessarily be resolved within that timeframe. Nevertheless, it is deemed to be a
reasonable timeframe to at least gain an overview of the underlying issues and the
expected timelines for their resolution, with a view to reassess the situation and discuss
the way forward within the RTF.

21. If the issue is not satisfactorily resolved and further follow-up is needed, steps 2-5
should be repeated observing the relevant timelines (2, 14 and 16 weeks) counting
from the date in which the results of updated analysis were provided to the RTF. The
second, or any subsequent, iteration of the process may be postponed if, based on
NCAs feedback, it is concluded that the reporting entities are already addressing the
problem, but more time is needed for implementation of the fixes.

5 Statistics to be provided by ESMA

22. With a view to facilitate the use of statistics by the NCAs, it is proposed that ESMA
provides them in a standardised format and using the same channel. The statistics
should allow for a straightforward identification of the entities that should be contacted.

23. Statistics provided by ESMA should contain:

a. LEls and legal names of the reporting counterparties and, once this information
is available, entities responsible for reporting

b. Variable(s) used as metrics for assessment of the given data quality issue,
expressed both in the absolute number of records and as a percentage of all
records analysed at EU level.

c. UTl-level data for the impacted records.
24. Please open the excel file inserted below to see the intended templates:
kN
3=
ESMA74-362-598
XX_Problem X_YYYYN

25. ESMA should indicate which dataset was used for the analysis (trade state report/trade
activity report and the date(s) of the report(s)).

6 The template may be further enhanced in the future based on the feedback from NCAs using the data and ESMA staff conducting
the analysis
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26.

27.

The statistics will be encrypted and sent through a secure way (e.g. via mail with the
password sent in a separate mail or by uploading encrypted files to Extranet). The mails
will be addressed to the NCAs representatives in the RTF (as per the most updated
mailing list) or, if the NCA is not represented in the RTF, to its representatives in the
DSC. In the case where there is another authority within a given member state that is
responsible for the supervision of compliance with the reporting obligation of certain
entities, the NCA will be expected to liaise with such authority and provide to ESMA
consolidated feedback, including to the extent possible also the information received
from the other authority.

It should be noted that the reporting entity-level statistics will be provided only to the
respective NCAs. For the purpose of discussion in the RTF, ESMA will present only the
aggregate (EU and country-level) statistics preserving the confidentiality of the
reporting entities identity.

6 Follow-up and feedback information to be provided by NCAs

28.

29.

30.

31.

32.

NCAs should, as a minimum, address all reporting entities in their jurisdiction whose
incorrect reports constitute at least 1% of all incorrect reports in the EU (excl. UK).
NCAs can of course additionally address entities below that threshold, if they consider
that relevant in terms of their supervisory priorities.

NCAs should revert to ESMA within the timeline specified in section 3 providing the
following information:

a. LEls of the entities that were addressed

b. For each of the addressed entities, whether the problem was resolved and,
where relevant, what remedial actions were implemented by the entities

c. If NCA has to undertake any specific measures other than contacting the
counterparty and requesting clarification, description of such measures.

NCAs should provide this information in a standardised form:

I
-
ESMA74-362-599
XX_Problem X_YYYYN

When following up on the identified problems, NCAs representatives in RTF/DSC
should liaise internally with the relevant colleagues contributing to the work in other
ESMA Groups to ensure that all interested parties are informed of the problem and that
the issue is efficiently resolved. ESMA staff might provide information on the
discussions held in RTF to relevant ESMA Groups (e.g. CEMA, CDTF) subject to the
relevant confidentiality restrictions.

Until the information on the entity responsible for reporting becomes available (as
envisaged under the draft revised technical standards), ESMA will share with the NCAs
statistics aggregated per the reporting counterparty. In the case of reporting under
articles 9(1a)-9(1d) of EMIR REFIT the NCAs may need to contact also the entities

6
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responsible for reporting (or other NCAs, if entities responsible for reporting are located
in other jurisdictions).

7 Specific DQ problems affecting a limited number of entities

33.

34.

35.

36.

37.

38.

In some cases, the identified DQ issues are very specific and concern a given reporting
entity or a small number of entities, but still may have an important impact on the
analysis of values at EU level. This could be e.g. a case when a specific entity suddenly
starts to report abnormal and completely unrealistic values for notional.

Such issues, often related to outliers detected in the course of data analysis, have been
communicated by ECB to ESMA in a few instances in the past.

In the case of similar issues related to a reporting pattern of a given entity or a limited
number of entities, it would be inefficient to launch all steps of this procedure.

It is therefore proposed that in similar cases ESMA shares with the respective NCA(Ss):
() the LEIs of the counterparties concerned and, once this information is available,
entities responsible for reporting, (ii) where relevant, the UTIs of the records in question
and (ii) short description of the issue.

NCA(s) would be expected to revert to ESMA within 12 weeks, confirming if the issue
has been resolved.

Similarly to the procedure applied in other cases, until the information on the entity
responsible for reporting becomes available, ESMA will share with the NCAs statistics
aggregated per the reporting counterparty, acknowledging that the NCAs may need to
contact also the entities responsible for reporting (or other NCAs, if entities responsible
for reporting are located in other jurisdictions).



