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General considerations regarding the reporting obligation

· BME defends double-sided reporting as the only way to gather trustworthy data in the TR. Consequently, BME considers the approach of the counterparty data to be delivered by both counterparties as appropriate but, as there is likely going to be a delegation of the reporting, the TR is not going to be sure of receiving qualified data if counterparty data comes directly from one of the counterparties and on behalf of the other. In this case, we believe adequate procedures should be established for the confirmation of the quality of the data received by the TRs.

· Interoperability across TRs: In addition to our support to a double-sided reporting scheme, we consider that ESMA should support interoperability and establish the conditions for interoperability across TRs as the only mechanism for TRs to ensure the accuracy of the data received when the two counterparties to a trade report to different TRs. Likewise, the agreement of an interoperability framework with other jurisdictions is necessary for cross-border transactions. Otherwise, the reception of one single leg of a trade should not be considered enough guarantee for a TR to ensure the consistency of the data received.
· Beneficiaries: The identification of the intermediaries has limited interest from a position reporting point of view. Consequently, we support the provision of the final client identification, even in the case of cleared contracts through a CCP, when those clients’ positions are comprised within a clients’ omnibus account. Nowadays, there are CCPs that are currently asking for the final beneficiaries when registering trades. 
· BME supports the centralized issuance of LEIs, bearing in mind that issuing costs must be limited, and its usage must be compulsory world-wide, free and paid for by the legal entities themselves. 


Moreover it is important to foresee the issuance of the LEIs under a scheme that will guarantee a level-playing field among the foreseeable competing regional LEI providers, and refrain from centralized, monopolistic solutions. 

Response to specific questions
· Q12: What are your views regarding the timing for the confirmation and the differentiating criteria? Is a transaction that is electronically executed, electronically processed or electronically confirmed generally able to be confirmed more quickly than one that is not? 
 We find difficult for confirmation platforms to merge the electronic confirmation process and the reporting sequence in just one action, as there is likely going to be unknown reporting fields at the moment the confirmation is performed (i.e. the final beneficiary, commercial or treasury activity identifier, clearing threshold…). Having different reporting and confirmation deadlines, if counterparties delegate reporting to a confirmation platform, we foresee the counterparties will have to interact at least twice with the confirmation platform, one for confirmation purposes and the second in order to provide the rest of data pending for the reporting obligation. Additionally, the confirmation platforms taking care of the reporting will not send the reporting data to the trade repository until they have the full set of data, delaying the reception by the TR. Two sets of data, one with the basic confirmation details and a second with those details that take longer to achieve by the counterparties would improve reporting of the confirmation details to the TR.

Regarding confirmation times, we understand the role of the electronic confirmation as a way to lower the legal and operational risks that the counterparties face from the moment the trade is executed. We consider that if for a cleared trade is enough to confirm the trade before EOD, the same deadline should work for any bilateral trade done during the day, especially for trades between financial counterparties or non-financials that exceed the clearing threshold.

· Q69: What is your view on the need to ensure consistency between different transaction reporting mechanisms and the best ways to address it, having in mind any specific items to be reported where particular challenges could be anticipated? 
Although we agree with the proposed solution for TRs to be authorised also ARMs under MiFID, we do believe that there is a need to further ensure consistency in the technical requirements for data contents and product taxonomy of derivative products in order to facilitate the consolidation of reporting mechanisms. 

BME believes there will be benefits both for the industry and for the Supervisory Authorities to reuse existing trade repositories for all their oversight activities in the derivative products due to the fact that the quality of the data will be ensured by means of the matching, confirmation and double reporting responsibilities required from counterparties. Additionally, participants would be able to improve the efficiency of their reporting flows and this would also redound to the quality of the data. 

However, we agree that this consolidation requires consistency of the reporting requirements. We believe that ESMA should lead the initiatives to promote the changes required to make this possible,  by adapting MiFID reporting requirements to the product taxonomy and data contents as available in the TRs, which will in any case hold more complete information than what is currently being reported. 
· Q70: Are the possible fields included in the attached table, under Parties to the Contract, sufficient to accurately identify counterparties for the purposes listed above? What other fields or formats could be considered? 
REGIS-TR believes that the proposed fields are enough to identify the counterparties to a contract. Moreover, we would like to kindly suggest reconsidering some of the counterparty data which relates rather to the specific details of the operation than to the identification of the counterparty itself. We refer to details such as the broker ID, the beneficiary ID, or the trading capacity. REGIS-TR does not disregard the need to hold this data, but rather challenges the compatibility of this data as part of the counterparty details, with the proposed reporting flows where delegation to the counterparty or to a vendor is foreseen. Data that is not usually part of the regular transaction details and that requires to be reported needs either to adapt all the trading, back office and middleware applications, or to have the parties accessing the TR for completing the available data.

·  Q72: What are the main challenges and possible solutions associated to counterparty codes? Do you consider that a better identifier than a client code could be used for the purpose of identifying individuals? 
BME believes that while the LEI is implemented, BICs and BEIs should be used where available. These identification codes have been broadly used in the financial industry and have the huge benefit of being accepted and accessible by everyone. Where not available, we suggest the use of the VAT number.

· Q73: What taxonomy and codes should be used for identifying derivatives products when reporting to TRs, particularly as regards commodities or other assets for which ISIN cannot be used? In which circumstances should baskets be flagged as such, or should their composition be identified as well and how? Is there any particular aspect to be considered as regards a possible UPI? 
When ISINs are not available, BME is using the standard identification provided by the industry itself (such as ISDA or PLATTS for commodities), which has already given solutions to this problem.

In particular, BME defines the commodities underliers at three levels:

1. Commodity Base: the broad commodity group such as Energy, Agricultural Products, Precious Metals, etc.

2. Commodity Details: the particular commodity in relation to the general commodity base, such as Natural Gas, Cocoa, or Gold. Each commodity is related to a general commodity category.

3. Grade: required in order to specify the quality of the commodity. In many cases, it refers to the actual market where the commodity is traded

Regarding baskets, BME thinks that it is key to be able to identify the components of the basket. Otherwise there would be a huge loophole to get around the transparency requirements. Although the reporting of these products will still need to be clarified, BME will develop the required functionality to be able to register the composition of basket underliers.

· Q74: How complex would be for counterparties to agree on a trade ID to be communicated to the TR for bilaterally executed transactions? If such a procedure is unfeasible, what would the best solution be to generate the trade ID? 
Some market participants do not find feasible to prearrange on a trade ID between counterparties if this is not suggested by the system. In the current practice one of the parties uses the trade ID provided by the system and its counterparty just accepts it. We can think of several situations where the agreement on a trade ID as a prior requirement before reporting can be difficult or cumbersome for the participants to a trade:

· Between new or less frequent counterparties.

· Between counterparties with a low level of sophistication.

· When non-existing contact between back-offices of both counterparties.

For this reason, a TR should offer an auto-population system of trade IDs in order to identify any record received without a reference agreed between the counterparties. 

As an example, REGIS-TR’s system does generate one ID per contract inputted in the system. If the system identifies two contracts with the same matching details, it will generate a unique trade ID for both of them, therefore it will be the ID of the matched trade. But if the counterparties have sent their matching details with differences or mistakes, the system will generate two different contract IDs. In this situation, a pre-arranged trade ID by the parties will be very useful. REGIS-TR also offers counterparties to use the system trade reference as a trade ID, or a previously “agreed-between-the-parties” reference number for matching purposes, and this enables also a partial matching functionality between two trades.

· Q76: What is your view of the granularity level of the information to be requested under these fields and in particular the format as suggested in the attached table? 
BME believes that the proposed fields will already give tools to facilitate supervision activities as it will provide a mechanism to alert market authorities when for example, there are trades that haven’t been cleared or collateralised. 

However, in order to monitor exposure risk, we agree with ESMA that possibly the only way is to have the valuation of the contract exposures in the TR. BME is also working in this direction as we believe this is the way forward for TRs.
· Q77: Are the elements in the attached table appropriate in number and scope for each of these classes? Would there be any additional class-specific elements that should be considered, particularly as regards credit, equity and commodity derivatives? As regards format, comments are welcome on the possible codes listed in the table. 
As a general comment, Swaps would always have two legs with two notional amounts, regardless of the underlier being exchanged (interest rates, commodity, equity or currency derivatives). 

In the case of Swaptions (which are the trades that include the option to enter a swap) these would contain two legs, as regular swaps do, but also the option sequence in section 2j

Please find below our comments about the elements included in the tables:

Table 2-section 2b:

-Settlement Date: It is applicable to Equity Derivatives. However, we can also find a settlement date in Forward Rate Agreements. 

-Notional Amount: Some products, such as Swaps include two different Notional Amounts. As a result of a first analysis we believe that another field for a second notional amount should be included in Section 2b. In this case, format should change in order to include the currency. The amount format is limited to 10 digits, which we consider should be extended at least to 18 (16 integer and 2 decimals)

- Up-front payment: Also, as per the format described in the table, no currency would be reported.

Delivery Type: We suggest that only two possibilities, C or P, are allowed and delete the third ESMA option of C/P, so that the regulator is aware from the beginning of the type of delivery, therefore making it unnecessary for it to be communicated afterwards. 

Section 2e Equity Derivatives:  

As regarding the data that we consider would be relevant for market authorities, we include: the underlier which, in our opinion, should be communicated to TRs in an accurate but also uncomplicated way so that all traded underliers may be correctly recognized by ESMA. In this respect, REGIS-TR first distinguishes the type of underlier (an ISIN, an INDEX or a BASKET) just as ESMA does in Table 2 Section 2a. Then, REGIS-TR adds the underlier category and lastly the underlier proper in a 30 digit tag that contains its details.  

If reporting an Equity Swap, Section 2e should also accommodate the flow between the parties to the trade (payer/receiver) of both notional amounts.  The type of return could also be included as total, price or a dividend. 

When reporting Equity Options, one flow of the notional amount should be reported and the option details (section 2j) should also be filled in. 

Section 2f. Interest rate

Please note that, again, two different amounts and currencies in cross commodity swaps may be exchanged. The second notional would not be known by ESMA if section 2b does not include the second notional amount.

Section 2h. Commodity Derivatives

REGIS-TR has tried to simplify the reporting of commodities by correlating the Base (general category) to “n” number of Details (Commodity Details within each Base) and the Grade (contains even more detailed information of the traded commodity).  In order to distinguish in section 2a that a Commodity Trade is being reported, REGIS-TR suggests that ESMA include a tag that contains the Base or Detail of the commodity. 

Section 2h could contain more details of the Commodity Trades, starting with the Commodity Grade. REGIS-TR believes that it would be useful that the notional in currency of both legs is reported to facilitate the derivative valuation or even the Notional in Units that is being exchanged. 

 Also, the variable reference price and a strike could be added to this sequence to receive more complete information. 

 REGIS-TR has defined the reporting of these type of instruments by dividing them in four product types and different sub-products as shown in the below table. 

	Swap
	Financial Option
	Physical Option
	Swaption (option to enter a swap)

	
	· Simple

· Asian 

· Barrier
	
	


As opposed to Physical Options which have two legs and a physical settlement, financial options, would contain only one leg and its settlement would never be physical. 

ESMA should also bear in mind that Commodities exchanged in a Swap may differ when floating rates are used to calculate the amounts/prices. In this sense, section 2h should be prepared to receive two different Commodity Details (one per leg). 

· Q78: Given that daily mark-to-market valuations are required to be calculated by counterparties under [Article 6/8] of EMIR, how complex would it be to report data on exposures and how could this be made possible, particularly in the case of bilateral trades, and in which implementation timeline? Would the same arguments also apply to the reporting of collateral? 
When a financial entity and a non-financial come to a trade, it is the financial counterparty which provides the risk management services, providing with mark to market settlements and exposure valuations. Currently, exposure valuations are calculated by financial institutions on a weekly or monthly basis. Given that a daily mark to market will be required, this exposure calculation could be provided daily as well within the same process. Thus, increasing the frequency of these calculations should not add complexity, but could be quite demanding in terms of resources. 

It would be advisable that independent valuation services were provided, maybe via the TRs, which could facilitate the access to third party valuations. This service would benefit not only the necessary complete analysis by the Supervisors, but the accurate exposure valuation of non-financial counterparties’ positions, reducing margins and the consequent financial costs.

· Q79: Do you agree with this proposed approach? What are in your view the main challenges in third party reporting and the best ways to address them? 
Non-financial counterparties will in all likelihood delegate their obligation to their financial counterparties and the latter one will probably delegate the reporting of their positions and that of their clients to middleware software providers or matching platforms depending on the post trading flows established for each traded product. As the liability of correctly reporting lies with the original counterparty, it should therefore be able to control the third party reporting entity’s performance, ensuring its accuracy.

Likewise, we understand that an appropriate delegation system must be designed to avoid duplications or missed-trades, i.e. in the case of cleared derivatives, many counterparties might have delegated their reporting to a CCP but, at the same time have also delegated their reporting of all their derivatives to a matching platform or a post-trading services provider, so there is a high probability of duplications if the counterparty has not clearly defined these delegations.
· Q80: Do you envisage any issues in providing the information/documentation as outlined above? In particular: 
a) what would the appropriate timeline over which ESMA should be requesting business plans (e.g. 1, 3, 5 years?) 
b) what would the appropriate and prudent length of time for which a TR must have sufficient financial resources enabling it to cover its operating costs (e.g. 6 months / 1 year)? 

REGIS-TR was granted the status of the so called "specialised PSF" (PSF = Professionel exercant une activité du secteur financier) under the law of 5. April 1993 related to the financial sector, under the Luxembourgish Regulator CSSF. In the framework of this license REGIS-TR has provided already the requested information/documentation in identical or very similar form to the regulator. Therefore REGIS-TR sees no issue in providing the information/documentation requested.
a) The business plan for trade repositories (TR) should not be of particular volatility. Therefore REGIS-TR's recommendation is a review and provisioning of the current business plan every three years as of the date of applicability of the EMIR regulation or alternatively every three years following the approval of the application of the respective TR.

b) REGIS-TR is of the opinion that while 6 months could be sufficient, for security reasons and in order to satisfy customer requirements, we recommend requesting minimum financial resources for at least 12 months.
· Q81: What is your view on these concerns and the ways proposed to address them? Would there be any other concerns to be addressed under the application for registration and tools that could be used?

Some clarification is required regarding the “details on compliance” that the trade repository is to submit to ESMA under paragraph 199 letter g). 

It should be taken into account that, under paragraphs 201, letters a) and b), ESMA is already setting up that the information submitted clearly must identify to which specific requirement of the standards it refers to, and in which document that information is provided or, in its case, where in its view a requirement of the standards does not apply, also providing for an explanation. 

In this sense, there could be a duplication of information with regards to certain compliance points.

Besides, some additional explanations would also be necessary in relation to the scope of the expression “accuracy of data”, in mentioned paragraph 199, letter g). From the trade repositories perspective, the understanding is that this accuracy of data exclusively refers to the obligation to keep the exact and complete information that has been previously submitted by the reporting entities, without making any modification, change and alteration, whatsoever.  

Finally, regarding paragraph 201, letter d), it should be remarked on that not all the documentation that is mentioned to accompany the application for registration needs to be approved/ratified/decided at board level. Therefore, in some cases, no corporate legal documentation could be required. In addition, veracity of the data should be considered as sufficiently attested by the declaration of accuracy and completeness that is to be done by the senior management of the company in respect of every document sent to ESMA (paragraph 201, letter d)

· Q82: What level of aggregation should be considered for data being disclosed to the public? 
A level of aggregation similar to the one provided by BIS on the Triennial OTC Survey could be reasonable, including data aggregated by counterparty type, instrument types, country, currency…

It is our opinion that the level of aggregation is a matter of significance, but this is also the case for harmonization, which should be defined by regulators at a global level. As this industry is a global one, solutions should also be global. 

International standards should be established among supervisors of different jurisdictions to avoid future situations which could hamper the evolution, transparency and soundness of the OTC derivatives markets.

· Q83: What should the frequency of public disclosure be (weekly? monthly?); and should it vary depending on the class of derivatives or liquidity impact concerns; if yes, how? 
It is our belief that market participants are in a better position to define the frequency of this public disclosure, which may also depend on the derivative contract type. From our point of view, the liquidity impact is much more related to the level of granularity and details disclosed.

Nevertheless, the main factor to be considered should be the liquidity impact and the protection of the market itself. If public disclosure is focused on the transparency to the detriment of the market functioning, it could be the case that liquidity could be seriously affected.
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