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[bookmark: _Toc280628648]Responding to this paper 
The European Securities and Markets Authority (ESMA) invites responses to the specific questions listed in Consultation Paper on Draft technical standards on ESMA’s technical advice to the Commission on fees for TRs under SFTR and on certain amendments to the fees under EMIR (TATR), published on the ESMA website.

Instructions
Please note that, in order to facilitate the analysis of the large number of responses expected, you are requested to use this file to send your response to ESMA so as to allow us to process it properly. Therefore, ESMA will only be able to consider responses which follow the instructions described below:
· use this form and send your responses in Word format (pdf documents will not be considered except for annexes);
· do not remove the tags of type <ESMA_QUESTION_TATR_1> - i.e. the response to one question has to be framed by the 2 tags corresponding to the question; and
· if you do not have a response to a question, do not delete it and leave the text “TYPE YOUR TEXT HERE” between the tags.
Responses are most helpful:
· if they respond to the question stated;
· contain a clear rationale, including on any related costs and benefits; and
· describe any alternatives that ESMA should consider
[bookmark: _GoBack]
Naming protocol
In order to facilitate the handling of stakeholders responses please save your document using the following format:
ESMA_TATR_NAMEOFCOMPANY_NAMEOFDOCUMENT.
E.g. if the respondent were XXXX, the name of the reply form would be:
ESMA_TATR_XXXX_REPLYFORM or 
ESMA_TATR_XXXX_ANNEX1

Deadline
Responses must reach us by 31 January 2017.
All contributions should be submitted online at www.esma.europa.eu under the heading ‘Your input/Consultations’. 
[bookmark: _Toc335141334]
Publication of responses
All contributions received will be published following the end of the consultation period, unless otherwise requested. Please clearly indicate by ticking the appropriate checkbox in the website submission form if you do not wish your contribution to be publicly disclosed. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. Note also that a confidential response may be requested from us in accordance with ESMA’s rules on access to documents. We may consult you if we receive such a request. Any decision we make is reviewable by ESMA’s Board of Appeal and the European Ombudsman.
[bookmark: _Toc335141335]
Data protection
Information on data protection can be found at www.esma.europa.eu under the headings ‘Legal notice’ and ‘Data protection’.



General information about respondent

	Name of the company / organisation
	CME Group

	Activity
	Regulated markets/Exchanges/Trading Systems

	Are you representing an association?
	☐
	Country/Region
	UK


Introduction
Please make your introductory comments below, if any:

<ESMA_COMMENT_TATR_1>
Chicago Mercantile Exchange Inc. (“CME”) and CME Trade Repository Limited (trading as CME European Trade Repository) (“CME ETR”), wholly owned subsidiaries of CME Group Inc. (together “CME Group”), appreciate the opportunity to comment on ESMA’s Consultation Paper of 19 December 2016 in relation to ESMA’s technical advice to the Commission on fees for trade repositories (“TRs”) under the Securities Financing Transactions Regulation (“SFTR”) and on certain amendments to the fees under the European Market Infrastructure Regulation (“EMIR”) (the “Consultation Paper” or the “CP”).  

CME Group Inc. is the parent company of four Designated Contract Markets (“DCMs”): CME, the Board of Trade of the City of Chicago, Inc. (“CBOT”), the New York Mercantile Exchange, Inc. (“NYMEX”), and the Commodity Exchange, Inc. (“COMEX”). These DCMs offer the widest range of benchmark products available across all major asset classes, including futures and options based on interest rates, equity indexes, foreign exchange, energy, metals, agricultural commodities, and alternative investment products. CME’s clearing house division (“CME Clearing”) and CME Clearing Europe offer clearing and settlement services for exchange-traded futures contracts and over-the-counter (“OTC”) derivatives. CME Clearing Europe is regulated and supervised by the Bank of England as an authorised central counterparty under EMIR and by the CFTC as a derivatives clearing organisation (“DCO”).  CME Clearing is registered with the CFTC as a DCO, has been deemed a systemically important financial market utility by the Financial Stability Oversight Council and is recognised under EMIR as a third country central counterparty. CME operates a US swap data repository supervised by the US Commodity Futures Trading Commission (“CFTC”). CME CTR which is a Canadian Trade Repository in 13 provinces, Ontario Securities Commission (“OSC”), Manitoba Securities Commission (“MSC”), Autorité des marchés financiers (“AMF”), British Columbia Securities Commission, Financial and Consumer Services Commission (New Brunswick), Newfoundland & Labrador, Northwest Territories, Nova Scotia Securities Commission, Nunavut, Prince Edward Island, Financial and Consumer Affairs Authority (Saskatchewan) and Yukon. CME ETR is a registered trade repository under EMIR, subject to direct supervision by ESMA for the provision of services in relation to derivatives reporting under EMIR and a CME ATR an Australian trades repository under the regulation od ASIC. 

CME Group appreciates the difficulties for ESMA in determining how to fairly and accurately calculate fees payable by TRs under EMIR and SFTR, especially in circumstances where ESMA is required to assess the expected turnover of new TRs. However, CME Group believes that ESMA can now start to leverage the actual turnover of TRs already registered and providing services under EMIR. 

CME Group appreciates ESMA’s approach in trying to reduce the financial burden for TRs applying for registration under multiple regimes by offering reduced fees when making a second application. However, CME Group proposes that ESMA should apply this principle uniformly across fees charged at all levels rather than only on selected fees. This approach would be in line with ESMA’s requirement under EMIR and SFTR to only charge fees necessary to cover expenditures. We would also recommend ESMA should consider reducing overall fees for TRs under SFTR on the basis that revenue opportunities for TRs under SFTR are likely to be limited given the size of the market and it follows that a reduction of regulatory / supervisory fees may lead to increased competition between TRs by encouraging a greater number of applicant TRs, to the benefit of the market as a whole. 

CME Group agrees that ESMA should implement its suggestion in Q9 of including all revenue from ancillary services in the calculation of turnover when determining a TR’s supervisory fees. As acknowledged by ESMA, this should prevent TRs from cross-subsidising their core revenues by shifting customer fees from trade reporting to ancillary services, thus promoting fair competition among TRs. In our view, allowing ancillary service fees to be excluded from turnover calculations could provide an incentive for TRs to allocate fees collected to ancillary services rather than the core trade reporting revenue lines. 
<ESMA_COMMENT_TATR_1>



Q1: Do you agree with the proposed harmonisation of approaches to dealing with surpluses and deficits for the purposes of fees calculation under EMIR and SFTR? Please elaborate on the reasons for your response.
<ESMA_QUESTION_TATR_1>
CME Group fully supports ESMA’s proposal that, where ESMA has underestimated the cost of supervising TRs, it should not be able to recover further fees from TRs, as TRs need to operate with commercial certainty with respect to regulatory fees. 

However, CME Group believes that whilst ESMA estimates its fees to the best of its ability, ESMA should recognise the market view that this model may create an incentive for regulators to over-estimate fees to avoid shortfalls.  Where in any relevant period ESMA has not used all of the funds supplied by TRs for their supervision, CME Group considers that these funds should be returned directly and proportionately to the supervised TRs or otherwise in the form of reduced supervisory fees for the following period to the extent possible. 

Given the relatively small market in trade reporting and low levels of turnover in comparison to other sectors of the industry, ESMA should ensure that there are suitable controls in place to ensure that TR supervisory fees should not be utilised for the purposes of subsidising ESMA’s other activities and that excess TR supervisory fees are returned to supervised entities.
<ESMA_QUESTION_TATR_1>

Q2: Do you agree with the proposed approach to classify TRs? If not, what other aspects should be taken into account? Please elaborate.
<ESMA_QUESTION_TATR_2>
CME Group does not believe that the offering of ancillary services should be used to determine the expected turnover of TRs already registered under EMIR. There is not necessarily a correlation between offering ancillary services and greater turnover in any event. ESMA has the ability to adjust registration fees in retrospect if TRs should later be reclassified as a higher expected turnover TR and it is more appropriate for ESMA to make use of this tool. 

Whilst CME Group appreciates that it is difficult for ESMA to classify ‘new’ TRs under SFTR, there is an alternative method to determine expected turnover for TRs applying for an extension of registration; namely, basing expected turnover under SFTR on current turnover under EMIR. We consider it likely that there will be a correlation between the proportion of market volume reported to TRs under one regime and under another. 


CME Group also wishes to note that SFT reporting is potentially a smaller market for TRs than EMIR reporting based on transaction volumes. Therefore, we believe that the fees proposed for registration under SFTR appear high relative to the potential market size for SFT reporting. The fee levels may discourage TRs from applying for registration under SFTR which may potentially, in turn, reduce competition. 

<ESMA_QUESTION_TATR_2>

Q3: Do you agree with the proposed criterion to classify TRs? If not, what other aspects should be taken into account? Please elaborate.
<ESMA_QUESTION_TATR_3>
Please see our comments to Q2 above where we respectfully disagree with the classification of TRs.
<ESMA_QUESTION_TATR_3>

Q4: Do you agree with the proposed types and amounts of registration fees? Please elaborate.
<ESMA_QUESTION_TATR_4>
We agree that the highest fee for a new registration under SFTR should match that of EMIR and agree with the simplification of the categories into higher and lower, removing the lowest fee category. However, CME Group believes ESMA should consider reducing the fees applicable for registration under SFTR for the reasons mentioned in the final paragraph of our response to Q2.
<ESMA_QUESTION_TATR_4>

Q5: Do you agree with the proposed type and amount of fees for extension of registration under SFTR? Please elaborate.
<ESMA_QUESTION_TATR_5>
CME Group believes ESMA should create two categories for TRs applying for an extension of registration, in the case of either a (i) higher expected turnover or (ii) lower expected turnover, matching the categories proposed for new TRs. 

As SFTR Article 11 dictates, fees should be proportionate to the turnover of the TR and where an EMIR TR is applying for extension, the fees should be adjusted to reflect the additional necessary expenditure based on expected turnover. CME Group believes the only way to achieve both of these requirements is to have both (i) a lower fee for extension of registration (which ESMA has already proposed) and (ii) a lower fee bracket for TRs with a lower expected turnover applying for an extension of registration. 


<ESMA_QUESTION_TATR_5>

Q6: Do you agree with this proposal? Please elaborate on the reasons for your response.
<ESMA_QUESTION_TATR_6>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TATR_6>

Q7: Do you agree with maintaining under SFTR the same approach as under EMIR for allocation of supervisory fees as proportion of the TR’s specific turnover to the total turnover of all registered TRs? Please elaborate on the reasons for your response.
<ESMA_QUESTION_TATR_7>
CME Group agrees with this proposal, except for the proposal to not reimburse TRs where ESMA has overestimated the fees, as explained in our response to Q1 above.
<ESMA_QUESTION_TATR_7>

Q8: Do you agree with the proposed methodology to calculate the annual turnover of TRs under SFTR based only on the core revenues from SFT reporting? Please elaborate on the reasons for your response.
<ESMA_QUESTION_TATR_8>
CME Group shares ESMA’s concern set out in paragraph 67 that only using core revenues to determine a TR’s proportion of supervisory fees potentially creates an incentive for TRs which offer ancillary services to reduce core revenues and cross-subsidise with fees from ancillary services. We believe that ESMA should consider this issue outside the narrow context of this discussion around supervisory fees to promote fair competition between TRs more generally.  
<ESMA_QUESTION_TATR_8>

Q9: Alternatively, do you consider that to calculate the annual turnover of TRs under SFTR all revenues related to SFT reporting, i.e. core and ancillary services related to SFTs, should be taken into account? Please elaborate on the reasons for your response.
<ESMA_QUESTION_TATR_9>
CME Group strongly agrees that it is a better and necessary proposal to take into account both core revenue and revenue from ancillary services. This methodology will prevent TRs from shifting customer fees to ancillary services and therefore effectively reducing their supervisory fees at the expense of other TRs. 
<ESMA_QUESTION_TATR_9>

Q10: Do you agree to amend and simplify the methodology to calculate the annual turnover of TRs under EMIR? Please elaborate on the reasons for your response.
<ESMA_QUESTION_TATR_10>
CME Group believes the fees charged under both SFTR and EMIR should follow ESMA’s suggestion for SFTR in Q9, i.e. that fees are related to both core revenue and revenue from all ancillary services offered by the TR, for the reasons set out in our response to Q8 and Q9. 
<ESMA_QUESTION_TATR_10>

Q11: Do you agree with the proposed minimum supervisory fee? Please elaborate on the reasons for your response.
<ESMA_QUESTION_TATR_11>
CME Group respectfully disagrees with ESMA’s proposal that there should be no reduction in the minimum supervisory fee for TRs registered under both EMIR and SFTR. As SFTR Article 11 dictates, fees should be proportionate to the turnover of the TR and where an EMIR TR is applying for extension, the fees should only be adjusted to reflect the additional necessary expenditure. As ESMA has accepted in other areas, the fees should be adjusted to reflect the fact that being registered under multiple regimes reduces the average per-regime supervision effort in relation to that TR. CME Group believes that there is a strong case for a discounted supervisory fee on this basis due to inherent synergies. With this in mind, CME Group suggests a lower minimum supervisory fee for TRs registered under both regimes, for example, of €40,000.
<ESMA_QUESTION_TATR_11>

Q12: Which alternative for supervisory fees do you prefer? Please elaborate on the reasons for your response.
<ESMA_QUESTION_TATR_12>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TATR_12>

Q13: Do you agree with the proposed types and amounts of recognition fees? Please elaborate on the reasons for your response.
<ESMA_QUESTION_TATR_13>
CME Group agrees that the individual fees charged to TRs for the equivalence assessment should be the same under EMIR and SFTR. 

CME Group agrees with ESMA’s view in paragraph 82 that the recognition process under EMIR and SFTR are similar and therefore appreciate the reduction in fees in line with its determination in other areas that fees should be around 50% for an extension of registration. However, we respectfully disagree with ESMA’s determination in paragraph 83 that the amount for the equivalence assessment should not be reduced accordingly. Once ESMA has made a determination that a third country is equivalent for the purpose of supervising TRs under EMIR, it seems high likely that the process for determining that the same jurisdiction is equivalent for the purpose of supervising TRs under SFTR is much reduced. Therefore, CME Group proposes that ESMA should consider accordingly reducing the equivalence assessment fees under SFTR where the equivalence assessment is being made in relation to a jurisdiction which is already deemed equivalent under EMIR. We note that ESMA should only charge fees necessary to cover its actual costs and we do not believe ESMA could incur the same level of costs when assessing a jurisdiction under SFTR which has already been deemed equivalent under EMIR.

<ESMA_QUESTION_TATR_13>

Q14: Do you agree with the proposal related to the payment of fees related to registration, extension of registration and recognition? Please elaborate on the reasons for your response.
<ESMA_QUESTION_TATR_14>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TATR_14>

Q15: Do you agree with the proposal related to reimbursement of fees? Please elaborate on the reasons for your response.
<ESMA_QUESTION_TATR_15>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TATR_15>

Q16: Do you agree with the proposed frequency of payments of the annual supervisory fees for the purposes of SFTR? Please elaborate on the reasons for your response.
<ESMA_QUESTION_TATR_16>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TATR_16>

Q17: Do you agree with the harmonising the frequency of payments of the annual supervisory fees under EMIR with SFTR? Please elaborate on the reasons for your response.
<ESMA_QUESTION_TATR_17>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TATR_17>

Q18: Do you agree with the suggested approach on annual recognition fees? Please elaborate on the reasons for your response.
<ESMA_QUESTION_TATR_18>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TATR_18>

Q19: Do you agree with the proposed approach to dealing with the reimbursement of costs to the competent authorities in case of delegation of ESMA tasks under Article 9(1) SFTR? Please elaborate on the reasons for your response.
<ESMA_QUESTION_TATR_19>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TATR_19>
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