*
European Securities and
* esm Markets Authority
*
*

2016 Work Programme

29 September 2015 | ESMA/2015/1475



*
*

* esma

*

Table of Contents

1 ESMA’s key priorities fOr 2016, .......uuuuuiiiiiiiiiiiiiiiiiiiiiiiieiiie bbb 5
1.1 ESMA’s Governance and Management...........c...oooviiiiiiiiiii e e 6
111 ESMA’s Board of SUPEIVISOIS ........cuuuuiiiiiieeieieeeee e 6
1.1.2 ESMA’s Management Board ..............cooiiiiiiiiiiiiiiec e 6
1.1.3 ESMA’s Securities and Markets Stakeholder Group..........ccccoevviiiiiiiiiiiiinn e, 7
1.2 HOW ESMA PIANS ... 8
1.2.1  The budget SEttNG PrOCESS ......ovviiiieii i e e e e e e e e aanees 8
1.2.2  Activity-based management .............uuuuuuuiiiiiiiiiiiiiiiiiii e 8

2 ESMA’s planned activities in 2016............ooouiiiiiii e 10
2.1 Completing a single rulebook for EU financial markets............cccccccvvvviviiiiiiiiiinnnnnn. 10
2.1.1  Credit Rating AgeNCY POIICY ......uuuiiiiiiiiiieccis e 11
2.1.2 T 1 = T o I Y 12
2.1.3 COrporate REPOMING ... .cciieeiiiieiiiiiie s e e e et e e e e e et a s e e e e e e e e earta e e e eaeeeeennes 12
2.1.4  Benchmark POICY ......ooiiiiiiiiiiie e e eaanes 13
2.1.5 Market Abuse and Short Selling .........oooovieiiie 14
2.1.6 European Investment Fund Legislation ............ccccooiiiiiiiiiiiiiiii e, 14
2.1.7  Securities Financing Transactions Regulation ................cccccuveeiuiiiiiiiiiiiiiiiininns 15
2.1.8  Clearing obligation under EMIR..............oooiiiiiiiiiee e 16
2.1.9 Packaged Retail and Insurance-based Investment Products (PRIIPS) ............ 16
2.2 Assessing risks to investors, markets and financial stability ..............ccccccoooeeeii 16
221 Financial market risk analysiS...........ooooooii 17
2.2.2  Data and SEAtISHICS .......coiueiiiiiiie et 18
2.2.3 Monitoring of financial activities and innovation and preparing for product
Q1T aY=T 0 11[o] o O PP P TP PTRTRRTN 18
2.3 Promoting SUPErVISOry CONVEIGEINCE ......ceuuriiiiiieiiiiiiiieieeeteeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeens 19
2.3.1  Guidelines, Opinions, Q&As and other convergence toolS .............ccccvvvvvinnnns 20
2.3.2 Peer reviews, BUL and MEIation .........veeiieieeieeeeee et eaaeens 21
2.3.3  SUPEIVISOIY CO-OPEIALION ....uuuuuuuiiiiiiiiiiiiiiiietiieieieieb bbb bbebeseeeaneenneees 22

P B S U I I o] o] (=T o) OSSPSR 23
2.3.5 EMIR Convergence reports and Central Counterparty colleges ..................... 24
2.3.6  Transparency and PrOSPECIUS.......ciieiiiiiiiiiiiiaa et e e e e e e e eeeeeeees 25
2.3.7  Accounting and AUItiNg.........cuuuuuiiiiiieie e 26



*

* *

o esm§

2.3.8 Role for ESMA in functioning of non-EU passport ...........ccccceeeiiieeeeeeeeeee, 27
2.3.9  Third-country Central Counterparties and Central Securities Depositories ...... 28
2.3.10 Third-country firms applying for the provision of investment services or
performance of activities throughout the Union.............ccccoeoiiiiriiiiii e, 28

2.4 Ensuring direct supervision of specific financial entities..............ccccccvvvvvviiiiiiiiennnnn. 29
2.4.1  Credit RAtiNg AQENCIES......cciiiiiiiiiie et e e e e e e e aeeaaaeaaane 29
2.4.2  Trade REPOSITOMES ... ..uuuuuiiiiiiiiiiiiiei bbb nnnnnennne 31
2.4.3 BN OICEMENT. ..ttt nnnnes 31

2.5 ESMA @S @n OrganiSatiON ........ceeviiiiiiiiiiiiiiiiiiieiiiiii ettt ettt 32
2.5.1  Provide efficient and proactive support to Staff. .............cccccevemiiiiiiiiiiiiiiiiii, 32
25.2 Manage resources in a flexible, efficient and effective way.............cccccceeeeee. 33
2.5.3  Recruit, develop and retain good quality staff..............cccccoiiiiiiiiiiiiiiii, 33
2.5.4  Governance & Stakeholders..............uuuuuuiuiiiiiiiiiiiiiii e 34

G R N 0 0123 = PP 35
3.1 ANNEX 1 — HUMAN MESOUICES .....uieiiiii et e et e ettt e e et e e e e et e e e e ean e aeene e eaenenns 35
3.2 ANNEX 2 — Draft DUAGEL ......ooviiiiiiiiiiiiieeeeeeeeeeeeeee et 36
3.3  Annex 3 — List Of ESMA’S KPIS .....ccciviiiiiiiiiiiiiiiiiiiiiieeeieeeeeeeeeeeeeeeeeeeeeeeeee e 37
3.4 Annex 4 — Impact of European Commission’s proposed 2016 budget on ESMA’s
WOTK PROG AMIMIE ..t e e e e e e e e e e e e ettt e e e e e e e e e e e s bt e e e eeaeeeeeesttaa e eeeeeeessrrrnnnnns 38



* *

* esma

ESMA’s
mission
ESMA’s
objectives

ESMA’s
activities

ESMA’s
sub-activities

Enhance investor protection and promote stable and orderly financial markets

Investor protection

Supervisory convergence

Guidelines, Opinions, Q&As and
other convergence tools

Peer reviews, BUL and mediation
Supervisory co-operation
EU IT projects

EMIR convergence reports and
Central Counterparty colleges

Transparency and Prospectus
Accounting and Auditing

Role for ESMA in functioning of non-
EU passport

Third-country Central Counterparties
and Central Securities Depositories

Third-country firms applying for the
provision of investment services

Orderly markets

Assessing risks

Financial market risk
analysis

Data and statistics

Monitoring of financial
activities and innovation
and preparing for product
intervention

Single
rulebook
Credit Rating Agency Policy
MiFID Il and MiFIR
Corporate Reporting
Benchmark Policy

Market Abuse and Short
Selling

European Investment Fund
Legislation

Securities Financing
Transactions Regulation

Clearing obligation under
EMIR

Packaged Retail and
Insurance-based Investment
Products

Financial stability

Direct supervision

Credit Rating Agencies
Trade Repositories
Enforcement

IS



* esma

1 ESMA'’s key priorities for 2016

In 2015 ESMA undertook a strategic planning exercise that resulted in “ESMA’s Strategic
Orientation 2016-2020". The strategy describes how ESMA'’s focus from 2011 to 2015 was
on building a single rulebook and establishing itself as a credible direct supervisor. Over the
next few years our focus will shift towards implementation and convergence of supervisory
practices.

ESMA’s 2016 work programme is based on a budget of €40,437,589 and an establishment
plan of 142 (210* full time equivalents) as per the budget approved by ESMA’s Board of
Supervisors on 4 February 2015 and subsequently submitted to the EU institutions.

Supervisory Convergence

ESMA’s 2016-2020 Strategy identifies that the establishment of a single rulebook is
necessary but in itself not sufficient to work towards achieving our objectives. Therefore from
2016 onwards, ESMA’s focus will shift increasingly from rulemaking to implementation. As
such, supervisory convergence in the implementation, supervision and enforcement of
common EU rules will be a core focus of ESMA’s activities. In addition, co-operation with
other institutions and in particular the Joint Committee of the ESAs, will also be vital to
ensuring increased cross-sectoral consistency. 2016 will be the first year that ESMA
produces a dedicated work programme for its supervisory convergence activity. At the time
of writing, the Capital Markets Union (CMU) action plan was being finalised therefore this
work programme does not yet include potential new tasks for ESMA arising from the CMU.

MIFID Il and MiFIR

In a common theme from previous annual work programmes MiFID Il and MiFIR will continue
to dominate ESMA’s work in 2016, however in line with the shift towards supervisory
convergence the focus will be particularly on guidelines and Q&As helping with the
consistent implementation of MiFID Il across NCAs that will need to be developed. There will
also be a continuation of the single rulebook activity as ESMA has a range of Technical
Standards to draft.

Data collection and management

In 2015-2017 IT work programme will be dominated by the legal requirements for data
collection and reporting stemming from MIFID Il and MiFIR. However ESMA will also set up
tools and collect data related to CRA supervision and investor protection. ESMA will also
continue to develop systems to support ESMA’s activities on supervision, risk monitoring and
single rulebook. It also includes two projects that are delegated tasks to ESMA from National
Competent Authorities (NCAs) and are funded by assigned revenue:

1 207 were proposed in ESMA’s budget request and 3 additional Seconded National Experts work on the IT delegated projects
(see relevant section).
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— Financial Instruments Reference Data System: a project where ESMA would collect,
store and process instruments reference data from trading venues, including

executing transparency calculations and management of suspensions from trading;
and

— Access to Trade Repositories: a project to set up a logical portal, e.g. a single access
point for querying and getting back data from Trade Repositories without storage.

1.1 ESMA’s Governance and Management

Two decision-making bodies govern ESMA: the Board of Supervisors and the Management
Board.

ESMA has a full-time Chair, Steven Maijoor, and an Executive Director, Verena Ross. Both
are based at ESMA’s premises in Paris and serve a five-year term which may be extended
once. The Chair is responsible for preparing the work of the Board of Supervisors and chairs
both the meetings of the Board of Supervisors and the Management Board. He also
represents the Authority externally.

The Executive Director is responsible for the day-to-day running of the Authority, including
staff matters, developing and implementing the annual work programme, developing the draft
budget of the Authority and preparing the work of the Management Board.

1.1.1 ESMA'’s Board of Supervisors

In addition to the ESMA Chair, the Board of Supervisors is currently composed of the heads
of 28 national authorities with the European Commission, EBA and EIOPA and the ESRB as
non-voting members. In addition, Norway, Iceland and Liechtenstein are invited to attend as
permanent observers. The Board guides the work of the Authority and has the ultimate
decision-taking responsibility regarding the approval of Technical Standards and
enforcement action and the adoption of ESMA’s guidelines, opinions and any other
decisions, including the issuance of advice to the EU institutions.

1.1.2 ESMA’s Management Board

In addition to the ESMA Chair, the Management Board of ESMA is composed of six
members selected from the Board of Supervisors by its members. The Vice-Chair, Executive
Director and a representative from the European Commission attend as non-voting
participants (except on budget matters where the European Commission has a vote).

The main role of the Management Board is to focus on the management aspects of the
Authority, such as the development of a multi-annual work programme, the budget and staff
resources.
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1.1.3 ESMA’s Securities and Markets Stakeholder Group

The Securities and Markets Stakeholder Group was established under ESMA’s founding
Regulation to help facilitate consultation with stakeholders in areas relevant to ESMA’s tasks.
ESMA is required to consult the Group on its draft guidelines and Technical Standards. The
Group is composed of 30 members appointed by ESMA for a period of two and a half years.
They variously represent financial market participants and their employees, consumers and
other retail users of financial services, academics and small and medium-sized enterprises.
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1.2 How ESMA plans

1.2.1 The budget setting process

Each year, by 31 January, ESMA sends its budget request for the following year to the EU
institutions. For 2016 this took the form of a budget request, a multi-annual staff policy plan
and a high-level work programme for 2016.

In addition, ESMA has a Strategy that covers the years 2016 to 2020. ESMA has the
requirement to plan on a multi-annual basis; this is in accordance with the multi-annual
financial framework adopted by the EU, and will produce a multi-annual plan, in the light of
the strategy by the end of 2015.

1.2.2 Activity-based management

ESMA plans according to an activity-based method. In summary this aims to allocate
budgeted financial and staff resources per activity, rather than per functional cost or per
internal management hierarchy.
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2 ESMA'’s planned activities in 2016

ESMA’s mission is to:
Enhance investor protection and promote stable and orderly financial markets.
This mission is derived from ESMA’s founding Regulation and encompasses three objectives:

1. Investor protection: to have the needs of financial consumers better served and to
reinforce the rights of investors while acknowledging their responsibilities;

2. Orderly markets: to promote the integrity, transparency, efficiency, and well-functioning
of financial markets and robust market infrastructures; and

3. Financial stability: to strengthen the financial system in order to be capable of
withstanding shocks and the unravelling of financial imbalances while fostering economic
growth.

The three objectives are inter-linked and contribute to well-founded investor confidence. Investor
protection and orderly markets feed into overall market stability. At the same time increased
financial stability supports orderly markets and investor protection.

ESMA achieves its mission within the European System of Financial Supervision (ESFS)
through active co-operation with National Competent Authorities (NCAs) and securities market
regulators in particular, the European Banking Authority (EBA) and the European Insurance and
Occupational Pensions Authority (EIOPA). ESMA has a unique position within the ESFS as it
focuses on the securities and financial markets dimensions and the overarching European
aspects of these objectives.

ESMA achieves its mission and objectives through four activities:
o Completing a single rulebook for EU financial markets
e Assessing risks to investors, markets and financial stability
e Promoting supervisory convergence

e Ensuring direct supervision of specific financial entities

2.1 Completing a single rulebook for EU financial markets

ESMA’s single rulebook work is aimed at strengthening regulation and creating a level-playing
field across the EU. It involves delivering technical advice on legislation to the European

10
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Commission, drafting Regulatory and Implementing Technical Standards and issuing advice and
guidelines on the application of Union law.

2.1.1 Credit Rating Agency Policy

Continue the development of the CRA single rulebook by
Objective for 2016 | delivering 3 guidelines and up to 5 Regulatory Technical
Standards by end 2016.

Policy development in the area of Credit Rating Agency supervision involves drafting or updating
Regulatory Technical Standards, guidelines and Q&As. In 2016 this will include producing
guidance on the validation of methodologies, and guidelines on ESMA’s approach to the
supervision of fees charged by CRAs for credit ratings and ancillary services and, as part of the
Joint Committee of the ESAs, guidelines on reducing reliance on ratings. ESMA will also co-
operate with the European Commission on the legislative proposal on securitisation.

ESMA also co-operates on an international level, particularly as part of the working groups of the
IOSCO Committee on Credit Rating Agencies (Committee 6). ESMA will provide third-country
endorsement and equivalence, as well as Technical Advice to the European Commission on the
equivalence of third countries.

In addition, in 2016 and onwards into 2017, ESMA will be working on the phase-in of the
implementation of the Regulatory Technical Standards on SFI disclosure. This will involve the
execution and follow-up of the SFI platform, designing templates for SFI instruments, and
execution and follow-up of the European Rating Platform. It should be noted that the SFI project
has not been included in this Work Programme as there are still significant questions,
particularly about how it could be funded (as the costs are predicted to be significant in
comparison to ESMA’s current IT budget).

Finally, as one of the objectives of the CRA Regulation is to increase competition in the markets
for credit ratings. In order to provide transparency on this ESMA is required to publish a list of
CRAs registered in the European Union (EU) on its website every year, indicating their total
market share and the types of credit ratings issued.

Key deliverables in 2016 Due date
3 sets of guidelines/Q&As Q4 2016
Up to 5 templates to be integrated into the Regulatory Technical Q4 2017
Standard on SFI disclosures

Activity budget | €1,075,804 | Activity staff | 7 FTE

11



« esma

*

2.1.2 MiFID Il and MIFIR

Deliver between 15 and 18 Technical Standards
including 2 Technical Standards assessing whether
certain classes of derivatives should be subject to the
trading obligation as per Article 32 of MiFID and one item
of technical advice.

Objective for 2016

Most of the delegated acts and Technical Standards (TS) required under MiFID 1lI/MiFIR would
have been delivered in 2015 or have to be delivered at the very beginning of 2016. Therefore,
the work in 2016 will focus on supervisory convergence.

With respect to the single rulebook, one major task for ESMA will be to start assessing whether
certain classes of derivatives have to be subject to the trading obligation for derivatives foreseen
in MiIFIR and which is a direct consequence of decisions taken by the G20 in its Pittsburgh
accord. For a specific class of derivatives, the adoption of those Regulatory Technical Standards
(RTS) required, as a first step, the adoption of RTS specifying whether a certain class of OTC
derivatives should be subject to the clearing obligation (EMIR). Therefore, the number of RTS to
be adopted in this respect will depend on the number of RTS to be adopted in the context of the
clearing obligation but in all likelihood two sets of Technical Standards (specifying the trading
obligations for two classes of derivatives) should be delivered in 2016. In addition, ESMA will
have to develop a technical standard in respect of the consolidated tape for non-equity
instruments and an item of technical advice to the Commission of whether exchange-traded
derivatives should be temporarily excluded from the access provisions in MiFIR.

Key deliverables in 2016 Due date
Between 15 and 18 Technical Standards including 2 on the QL& Q4
trading obligation under MiFIR 2016
Activity budget | €518,912 Activity staff | 3 FTE

2.1.3 Corporate Reporting

Contribute to the set-up of high-quality accounting
standards through providing enforcer's view on new
Objectives for 2016 | pronouncements.

Define the RTS of the European Single Electronic Format
by end 2016.

12
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ESMA contributes actively to the accounting standard setting and endorsement in the EU
through its observership at the EFRAG Supervisory Board and Technical Expert Group. In
addition, ESMA contributes to the International Accounting Standards Board (IASB) in charge of
developing those global standards. ESMA provides comment letters as part of the process of
standard setting with the aim of improving the transparency and decision usefulness of financial
statements and the enforceability of International Financial Reporting Standards (IFRS).

The amended Transparency Directive (2013/50/EU) requires that ESMA draft RTS to specify the
electronic reporting format (ESEF) and to carry out an adequate assessment of possible
electronic reporting formats with due reference to current and future technological options. This
work started in 2015, but the finalisation of the draft RTS might be delayed because of decisions
on 2015 resource constraints. Furthermore, although ESMA prepared the draft RTS specifying
the European Electronic Access Point (EEAP) in 2015, it will not be implemented until 2017
(subject to budget being available).

ESMA will also contribute to tasks in the audit area in relation to equivalence and adequacy of
third countries oversight systems and other tasks of common interest for both accounting and
auditing regulators through active participation in the new Committee of the European Audit
Oversight Bodies, as required by the new Audit Regulation. Part of this work might be relevant to
supervisory convergence and risk assessment.

Key deliverables in 2016 Due date
Approximately 20 comment letters to the EFRAG and the IASB Q4 2016
Regulatory Technical Standards on European Single Electronic
Format

Activity budget | €674,284 Activity staff | 4 FTE

Q4 2016

2.1.4 Benchmark Policy

Contribute to improving the integrity of benchmarks by
delivering up to 16 Technical Standards and up to 10
Technical Advices by end 2016 and through international
co-operation.

Objective for 2016

The integrity of benchmarks is critical to the pricing of many financial instruments; any doubts
about their integrity or accuracy may therefore undermine market confidence.

The proposed regulation on benchmarks would require ESMA to conduct significant work on
Level 2 measures. This work is programmed to take place in 2015 and 2016, although the Level
1 text has still to be approved and, therefore, the deadlines are still uncertain due to the lack of a
political agreement at the time of publication. In addition there will be ongoing tasks for ESMA

13
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resulting from the regulation on co-ordinating the development of co-operation arrangements
with third countries, participating and possibly mediating in colleges, and maintaining registers of
notifications on the use of benchmarks and a list of registered benchmark administrators.

At international level, there is a need to engage with the Financial Stability Board and the IOSCO
taskforce on the subject. It also requires co-ordination with the Commission, the ECB and EBA.

Key deliverables in 2016 Due date
Up to 16 Technical Standards on Benchmarks Q4 2016
Up to 10 Technical Advices on Benchmarks Q4 2016
Activity budget | €680,412 Activity staff | 4 FTE

2.1.5 Market Abuse and Short Selling

Finalise the framework for co-operation under the Market
Objective for 2016 | Abuse Regulation and report on the evaluation of the
Short Selling Regulation by end 2016.

ESMA should complete an equivalence assessment of the European Market Abuse regime if it
receives a mandate from the Commission (stemming from the Short Selling Regulation (SSR)
and/or other European texts such as the Transparency Directive or MiFID).

ESMA should be involved in the process of evaluating the appropriateness and impact of the
SSR on the basis of a mandate to be received from the Commission. According to the first
Evaluation report of the Commission (Com(2013) 885) of 12 December 2013, the evaluation
should be completed by 2016. ESMA’s involvement is very likely to take the form of technical
advice.

Key deliverables in 2016 Due date
Report on the evaluation of the SSR Q4 2016
Activity budget | €433,597 Activity staff | 3 FTE

2.1.6 European Investment Fund Legislation

Contribute to the establishment of new European
frameworks for money market funds and depositaries
through delivering Technical Standards and Technical
Advices by end 2016.

Objective for 2016

14
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Although the deadlines are still uncertain due to the lack of a political agreement at the time of
publication, ESMA is expected to be tasked with the elaboration of advice to the European
Commission and the development of draft Technical Standards on the Money Market Funds
Regulation in 2016.

In the context of the Alternative Investment Fund Managers Directive (AIFMD), ESMA will deliver
advice to the European Commission on the depositary frameworks of non-EU jurisdictions.

Furthermore, ESMA is required to continue the ongoing work regarding the possible extension of
the AIFM passport towards third countries and the potential termination of the national private
placement regimes for AlFs, and will do so in close co-operation with National Competent
Authorities.

Key deliverables in 2016 Due date
Technical Advices Money Market Funds Regulation Q4 2016
Technical Standards on Money Market Funds Regulation Q4 2016
Technical Advice on depositary frameworks of non-EU Q4 2016
jurisdictions under Article 21(6) of AIFMD

Advice on the application of the passport to third-country AIFMs

and AlFs in accordance with the rules set out in Article 35 and Q4 2016
Articles 37 to 41 of AIFMD

Activity budget | €415,209 | Activity staff | 3FTE

2.1.7 Securities Financing Transactions Regulation

Contribute to improved transparency of securities

Objective for 2016 financing transactions by delivering Technical Standards.

The Securities Financing Transactions Regulation (SFTR) is expected to be adopted in 2015.
Therefore, in 2016 ESMA will draft the Regulatory and Implementing Technical Standards under
the SFTR. The Standards comprise the definition of reports to be submitted to Trade
Repositories and their format, the information to be made available to competent authorities and
the information to be provided to ESMA for TRs to be registered for SFTR purposes. ESMA is
also empowered by the SFTR to develop Regulatory Technical Standards on disclosures by
UCITS and AlFMs.

Key deliverables in 2016 Due date
Regulatory and Implementing Technical Standards Q4 2016
Activity budget | €472,166 Activity staff | 3 FTE

15
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2.1.8 Clearing obligation under EMIR

Improve the clearing of OTC derivatives by determining
which classes of derivatives should be subject to the
clearing obligation and defining Technical Standards for
CCPs.

Objective for 2016

In 2016 ESMA will continue its work on the determination of the classes of OTC derivatives to be
subject to the clearing obligation. In the context of the EMIR Review and following the evaluation
of the effectiveness of certain provisions, ESMA might also consider amendments to the
adopted Regulatory Technical Standards on CCPs.

Key deliverables in 2016 Due date
Regulatory Technical Standards on the clearing obligation Q4 2016
Regulatory Technical Standards on CCP requirements Q4 2016
Activity budget | €344,419 | Activity staff | 2 FTE

2.1.9 Packaged Retail and Insurance-based Investment Products (PRIIPS)

Improve the quality and comparability of information
Objective for 2016 | provided to retail investors by delivering 2 Regulatory
Technical Standards and advice by March 2016.

In 2016 ESMA will continue the work begun in 2014 under the auspices of the Joint Committee
of the ESAs on the Technical Standards on Packaged Retail and Insurance-based Investment
Products (PRIIPs). ESMA will also contribute to the work of the Joint Committee on the
Technical Advice to the European Commission on PRIIPs.

Key deliverables in 2016 Due date
Regulatpry Technical Standards under Article 8 of PRIIPs 012016
Regulation

Technical Advice under Article 8 of PRIIPs Regulation Q4 2016
Activity budget | €306,146 | Activity staff | 2 FTE

2.2 Assessing risks to investors, markets and financial stability

ESMA was created as part of a Europe-wide response to a financial and economic crisis that
posed risks to the stability of the financial system and the functioning of the internal market. To
this end, ESMA continues to strengthen its activities in analysing developments, systemic risks,

16
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and structures in the financial markets within its remit. ESMA will further intensify its co-operation
with the EU institutions, the other European Supervisory Authorities, the European Systemic
Risk Board (ESRB) and international organisations. ESMA conducts these activities with the
purpose to establish a level-playing field, to provide targeted guidance and opinions, to co-
ordinate action at a global level and between national and international supervisors and to
identify necessary new tools and resources warranted for securities regulators in order to
harmonise related supervisory approaches across National Competent Authorities.

2.2.1 Financial market risk analysis

Identify financial market risks and report on these risks to

Objective for 2016 the relevant institutions.

ESMA monitors market developments in its remit in light of its objectives of promoting financial
stability, orderly markets, and investor protection. In our Report on Trends, Risks, and
Vulnerabilities we analyse on a semi-annual basis key market developments in our remit,
provide risk indicators and discuss topical issues relevant for financial stability, market integrity,
and investor protection. On a quarterly basis, the ESMA Risk Dashboard presents updates on
key risk metrics and market incidences. On the basis of these sectoral risk assessments for the
EU, ESMA contributes to the systemic risk surveillance work undertaken by the ESRB, the Joint
Committee, and to international risk reporting by IOSCO. In doing so, ESMA draws on a variety
of sources, including proprietary data, commercial data, market intelligence, and assessments
by experts at the National Competent Authorities.

As new proprietary data sources become available in 2016, for example through AIFMD
reporting and position data on derivatives transactions, ESMA will analyse the new statistical
sources and report on key findings.

Similarly, ESMA will continue to analyse and report on short selling activities, settlement failures
and other market activities on which it collects regulatory data.

Key deliverables in 2016 Due date
. - Q1 2016
2 half-yearly Reports on Trends, Risks, and Vulnerabilities 03 2016
By the end
Quarterly Risk Dashboards of each
quarter

Topical analyses contributing to ESMA regulatory and supervisory | Q4 2016
activities (incl. regulatory Impact Assessments, supervisory
convergence and supervisory Stress Tests)

Activity budget | €2,152,230 | Activity staff | 13 FTE

17
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2.2.2 Data and statistics

Enhanced, centralised data management and statistical

Objective for 2016 .
analysis.

ESMA will strengthen and concentrate its activities around hosting, maintaining and managing
market data collected under the relevant regulatory frameworks, as well as commercial and
publicly available data, for the purposes of market supervision, market transparency, and
financial stability analysis. As ESMA develops key shared functions around risk assessment and
statistics horizontally, with the aim of achieving a central service which provides core data
management and statistical services to the public and to the relevant analysts and experts in the
organisation, particular attention will be given to providing high-quality and efficient data
management, and advanced tools for statistical analysis.

The rationale of concentrating on data management and statistical activities is to obtain
synergies in horizontal activities, allow the combination of datasets to enrich the information
content and the spread of data use within ESMA. Efforts will be directed to managing datasets
including their cleaning, reconciliation and maintenance, as well as the preparation of basic
analyses, the automatised provision of recurring charts and reports, and the use of sophisticated
analytical tools and methods.

Key deliverables in 2016 Due date
Establish a data framework (aiming towards centralised data

. Q12016
management in 2017)
Metadata on data assets (with advanced tools for statistical
analysis in 2017) Q12016
Activity budget | €1,441,058 | Activity staff | 9 FTE

2.2.3 Monitoring of financial activities and innovation and preparing for product
intervention

Develop a framework for the use of the product

Objective for 2016 intervention powers provided by MiFIR by end 2016.

The task of monitoring the heterogeneous financial market across the 28 Member States and
multiple asset classes is complex. The markets differ in breadth, depth, volume, and
sophistication of market participants. ESMA, in co-operation with National Competent
Authorities, needs to monitor not simply innovations, but activities in general. What may have
been designed and targeted to a given segment of sophisticated market participants may over

18
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time migrate to a market segment home to less informed investors for whom the product
introduces unexpected or poorly understood risks.

In order to achieve this task, ESMA monitors financial activities, with a particular focus on
financial innovation, and helps to co-ordinate NCAS’ initiatives on market monitoring and
facilitating exchanges of best practices. The monitoring also helps ESMA to play a proactive role
in market surveillance and to develop metrics that will guide us in determining when and where
ESMA will employ its own product intervention powers, and to fulfil its responsibility to ensure
that NCAs’ use of the powers is co-ordinated and coherent. Monitoring activities can also
support identification of areas to be addressed through other tools such as investor warnings.

In 2016 ESMA’s focus in this area will be on setting up the operating analytical framework for
product intervention.

Key deliverables in 2016 Due date
Product intervention framework/methodology Q4 2016
Identification of areas for policy or supervisory action Q4 2016
Activity budget | €1,026,208 | Activity staff | 6 FTE

2.3 Promoting supervisory convergence

In line with the trend established in 2015, ESMA in 2016 will have delivered most of the key
elements required for the single rulebook to the European Commission. In particular, the
package of Regulatory Technical Standards required for MiFID and MIFIR as well as on the
Technical Standards on MAR will have been delivered in 2015. ESMA’s focus in 2016 will
therefore be more and more on supervisory convergence.

Article 29 of ESMA’s founding Regulation establishes one of ESMA’s key objectives as fostering
supervisory convergence and avoiding regulatory arbitrage resulting from different supervisory
practices; as this has the potential to undermine not only integrity, efficiency and the orderly
functioning of markets but ultimately also financial stability and investor protection. It therefore
aims to build a level-playing field by strengthening supervisory co-ordination and promoting
supervisory convergence for the benefit of the financial markets at large, including financial
institutions, other market players, investors and consumers.

ESMA’s supervisory convergence work is presented here below along three themes:
A. Supervisory Convergence tools
B. Thematic work

C. Relations with third countries
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A. Supervisory Convergence tools

2.3.1 Guidelines, Opinions, Q&As and other convergence tools

Help consistent implementation between supervisors by
delivering between 12 and 17 guidelines and
Objective for 2016 | recommendations on MAR, MiFID, EMIR, UCITS V,
EuSEF and Transparency Directive by the end of 2016,
as well as updating Q&As.

In order to foster supervisory convergence, ESMA will develop other supporting measures and
use a wider range of tools aiming at facilitating and supporting NCAs in the effective application
of new rules, in responding to new market developments, in the application of common basic
standards of supervision. ESMA will also use tools designed to understand how rules or market
developments are being supervised in practice to enable NCAs to improve their practices and/or
ESMA to take actions to address a live issue. This can take various forms e.g. supervisory
training, workshops, fora for discussion of live issue cases, thematic reviews, etc.

In the context of MIFID Il there will be many operational arrangements required for its
implementation. ESMA will have to put in place a set of guidelines already mandated in MiFID Il
where drafting and finalising those guidelines has been postponed to 2016. ESMA will also have
to analyse whether there are elements of its original guidelines that need to be updated after the
implementation of the MIFID Il package or as a result of the outcomes of Peer Reviews or
thematic studies that were conducted in 2014 and 2015.

ESMA is tasked by the Market Abuse Regulation (MAR) to produce three sets of guidelines to
be delivered before MAR enters into application on 3 July 2016. MAR implementation will also
require developing further guidelines to adapt the current Market Abuse Directive CESR
guidance as well as Q&As.

There will be many ongoing tasks within the area of investment funds: ESMA expects there to be
an ongoing need for guidelines, opinions and Q&As under the UCITS Directive and the
Alternative Investment Fund Managers Directive (AIFMD). ESMA will also work to establish
common supervisory priorities for National Competent Authorities in the asset management
sector. Equally, under the Transparency and Prospectus Directive ESMA will aim to facilitate a
higher degree of exchange of experience, address issues of practical non-convergence and
where possible address issues arising from the transposition of the Directives and Technical
Standards. In particular this includes further targeted supervisory exercises and potential
development of Q&As and setting out common enforcement and supervisory priorities among
the Member States.
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ESMA will continue to provide a forum for the National Competent Authorities in the area of
Takeover Bids with a view to intensifying the exchange of experiences, of changes in rules and
of views between authorities and to set out guidance for common practices where necessary.
ESMA will also hold confidential workshops for National Competent Authorities in order to share
best practices on supervisory procedures under the new regulations, for example under
MiFID/MIFIR or MAD/MAR.

Key deliverables in 2016 Due date
Q&As on product governance and other MiFID II/MiFIR topics Q22016
Guidelines on MIFID II/MIFIR topics Q32016
Follow-up on peer reviews on information and marketing to clients 032016

and best execution
Follow-up on and conduct additional thematic studies/exercises to
further convergence related to the Prospectus and Transparency | Q4 2016

Directive

Guidelines on asset segregation under AIFMD Q4 2016
Three sets of guidelines under MAR Q4 2016
Activity budget | €5,454,640 Activity staff | 36 FTE

2.3.2 Peer reviews, BUL and mediation

Foster consistent supervisory practices across the EU by
Objective for 2016 | leading peer reviews between National Competent
Authorities.

In order to foster consistent supervisory practices, ESMA conducts an ongoing peer review
programme on the application of existing EU legislation in the field of securities regulation. The
findings of these reviews are reported to its Board of Supervisors and have the purpose of
encouraging convergence of supervisory practices across national authorities. ESMA’s approach
is to follow targeted reviews backed by on-site visits rather than all-encompassing reviews of the
31 countries that are members or observers of its Board of Supervisors. A follow-up of previous
peer reviews is also included in the work programme.

The final peer review programme will be determined in the context of the overall supervisory
convergence work programme so as to ensure coherence with the use of other supervisory
convergence tools.
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ESMA will use its powers to investigate and remedy cases of breach of Union law and to settle
disagreements between Competent Authorities in cross-border situations. ESMA is also ready to
use its powers of binding mediation, in the event of disputes between National Competent
Authorities, and non-binding mediation in order to promote a co-ordinated Union response.

Key deliverables in 2016 Due date
Deliver two peer reviews Q4 2016
Activity budget | €1,376,478 Activity staff | 9 FTE

2.3.3 Supervisory co-operation

Enhance ESMA’s constructive working relationship with

Objective for 2016 its stakeholders and international partners

European Supervisory Authorities

On an ongoing basis ESMA works with the other European Supervisory Authorities (ESAS),
typically within the ESAs Joint Committee, to ensure an efficient exchange of information and a
consistent approach to cross-sectoral topics. The Joint Committee produces an annual work
programme, which for 2016 includes three key areas of work: Consumer Protection, Cross-
sectoral Risk Assessment and other Regulatory Work. In particular, in the area of consumer
protection, the Joint Committee will submit the draft Regulatory Technical Standards on the
format and content of the Key Information Document (Article 8 of the PRIIPs Regulation) by end
March 2016 and will support the consistent implementation of the new disclosure requirements
following the date of application of the PRIIPs Regulation (end of 2016). The Joint Committee
will furthermore produce guidelines, regulatory technical standards and an opinion in the area of
anti-money laundering; produce guidelines on supplementary supervision in the area of financial
conglomerates, assess the compliance of the different initial margin models to the requirements
of the draft joint regulatory technical standards on EMIR and the BCBS-IOSCO framework as
well as continue to monitor developments regarding the securitisation market in the EU. In
addition, ESAs will organise again the Joint Consumer Protection Day, hosted by ESMA in Paris
in 2016.

European institutions

Equally ESMA maintains an open dialogue with and, transparent accountability towards the EU
institutions. It inputs to EU regulatory dialogues with third countries, plays a central role in
assessing the equivalence of third-country supervisory regimes, and provides advice to the
European Commission and opinions to the EU institutions on topics within its area of
competence. ESMA will also co-operate with the Single Supervisory Mechanism (SSM).
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International organisations

Finally, ESMA co-operates with international organisations, such as the International
Organization of Securities Commissions (IOSCO), as well as with third-country supervisory
authorities on Credit Rating Agency and Trade Repository regulatory and supervisory issues and
on co-operation concerning provision of services by third-country investment firms.

Other agencies

Under the implementation of the Market Abuse Regulation ESMA is required to be involved in
developing third-country Memorandum of Understanding (MoU) templates (e.g. regulators of
spot commodities markets in third countries), as well as drafting those MoUs and negotiating on
behalf of NCAs. Equally, the MoU with the European Agency for the Cooperation of Energy
Regulators (ACER) will also continue to drive ongoing work between ESMA and ACER.

Key deliverables in 2016 Due date
Consumer day Q2 2016
Memorandum of Understanding template Q4 2016
Activity budget | €364,214 Activity staff | 2 FTE

B. Thematic work

2.3.4 EU IT projects

Deliver quality IT systems that allow ESMA to respond to

Objective for 2016 | . . . )
its legal requirements as efficiently as possible

In addition to maintaining more than 20 running IT systems ESMA’s Multi-annual IT Work
Programme 2015-2017 contains four programmes:

— The CRA Ill Programme will support Credit Rating Agency (CRA) supervision and investor
protection (collection and publication of large data sets) business processes. In 2016 the
Credit Ratings Data Reporting System (RADAR), including the new public interface for the
European Rating Platform (ERP), and a new internal fees database, are scheduled to go-
live. RADAR will merge ERP, fees database along with two existing systems, CEREP and
SOCRAT, into a single database.

— The Markets Programme contains the MiFIR/MIFID Il projects, CSDR, MAR and Securities
Financing Transactions Regulation projects and will support the development and the
implementation of new regulatory and supervisory standards in that area that will be
launched in 2017.
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— The ESMA Corporate Programme: ESMA is still building its internal IT capacity having
allocated most of its IT resources since its set-up in 2011 to regulatory projects. This
programme supports data analysis (used in supervision and risk assessment), management
of applications for registration and certification of Credit Rating Agencies and Trade
Repositories, as well as supporting key business and administrative processes.

Key deliverables in 2016 Due date
CRA programme: European Rating Platform go-live Q1 2016
CRA programme: Fees database go-live Q3 2016
Upgraded data analysis tool go-live Q2 2016
Access to Trade Repositories project go-live Q3 2016
Activity budget | €11,045,734 | Activity staff | 26 FTE

2.3.5 EMIR Convergence reports and Central Counterparty colleges

Objective for 2016 | Monitor the implementation of EMIR via delivering an
annual report, two peer reviews and a stress test on
CCPs.

ESMA has the direct responsibility to participate in all colleges of EU CCPs. As a member of the
colleges of CCPs established in the EU, ESMA fulfils a co-ordination role between competent
authorities and across colleges in order to facilitate the consistent and correct application of
EMIR, with a view to building a common supervisory culture and consistent supervisory
practices, ensuring uniform procedures and consistent approaches, and strengthening
consistency in supervisory outcomes. ESMA also takes an active role in the review and
validation of the CCP risk models.

Key priorities in this area in 2016 will be around the common issues identified in CCP colleges,
as well as the related opinions, Q&As, common procedures, and guidelines and
recommendations.

The EMIR Regulation also requires ESMA to conduct the following annual tasks that will be
performed in 2016:

— present an annual report to the European Parliament, the Council and the Commission
on the penalties imposed by competent authorities, including supervisory measures,
fines and periodic penalty payments (Art. 85.5);

— an annual peer review analysis of the supervisory activities of all competent authorities in
relation to the authorisation and the supervision of Central Counterparties (CCPs) (Art.
21.6.a of EMIR);
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— an annual peer review of the entities included on the pension schemes included in the list
of types of entities and types of arrangements referred to in Article 2(10)(c) and (d) (Art.
89.2 of EMIR);

— an annual EU-wide stress test for CCPs in co-operation with the ESRB.

There is a possibility that the EMIR review (that ESMA had planned resources for in 2015) might
slip to 2016. Depending on the actual planning of it, ESMA might either be involved in Technical
Advice for such a review or in assisting the Commission in the drafting of the proposal for
changes in the EMIR regulation.

Key deliverables in 2016 Due date
ies i " Q4 2016
Annual report on penalties imposed by competent authorities
CCPs stress test exercise Q3 2016
Recommendations resulting from CCPs stress testing exercise Q4 2016
Peer review on CCPs under EMIR Q4 2016
Validation of CCPs risk model changes Q4 2016
Annual peer review analysis on the authorisation and the Q4 2016
supervision of CCPs
Annual peer review of entities included on the pension schemes Q4 2016
Annual EU-wide stress test for CCPs Q4 2016
Activity budget | €1,535,886 Activity staff | 10 FTE

2.3.6 Transparency and Prospectus

Contribute to improving Corporate Governance by
evaluating the Prospectus and Transparency regimes,
Objective for 2016 | producing a review of the best practice principles of the
proxy industry and an insight into disclosure of directors’
remuneration.

In the area of prospectuses ESMA expects to continue work on mainly supervisory convergence
while monitoring the outcome of the review of the Prospectus Directive by the European
Commission and contribute to any requests for advice or information that may arise. As a follow-
up to the revision and reaching the implementation deadline of the Transparency Directive of 28
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November 2015, ESMA intends to work with NCAs to start monitoring closely the application of
the Directive in order to gain sufficient experience with the regime as well as measures
implemented in 2015 and the first half of 2016.

In connection with monitoring financial innovation and trends in offerings and types of securities
ESMA will maintain an indicative list of financial instruments subject to notification requirements
under the Transparency Directive.

ESMA will finalise a review on the Best Practice Principles set out by the proxy industry and
aims to monitor closely the outcome of the revision of the Shareholder Rights Directive in order
to provide input where possible concerning corporate governance issues whether in the form of
outcomes of mapping exercises, technical advice or application of rules related to the securities
markets.

ESMA will continue to exchange and gather experiences, practices and knowledge in the
corporate governance area by way of meetings and focused sessions on topics of particular
interest either from the perspective of National Competent Authorities or international attention.

Key deliverables in 2016 Due date
Finalise review of proxy advisors and mapping of disclosure of

. : . Q1 2016
directors’ remuneration.
Use of standard forms and other tools for consistent application of

. : L Q2 2016

notification requirements under the Transparency Directive.
Activity budget | €1,147,394 Activity staff | 7 FTE

2.3.7 Accounting and Auditing

Strengthen supervisory convergence in the accounting
Objective for 2016 | area and contribute to the successful implementation of
the Audit Regulation.

In 2016 ESMA will increase supervisory convergence in the area of financial reporting by
ensuring the implementation of the ESMA guidelines on enforcement of financial information
which will apply to all National Competent Authorities as well as any other bodies in the EU
undertaking enforcement responsibilities under Article 24 of the Transparency Directive. ESMA
will monitor the implementation of the guidelines and further work with the national enforcers on
implementing certain aspects of the guidelines, organisation of technical workshops, in-depth
review of selected accounting topics, etc.

In 2016 ESMA will report to the market its quantitative and qualitative assessment based on the
analysis of supervisory and enforcement data of a relevant sample of issuers for the
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International Financial Reporting Standards (IFRS) common enforcement priorities examined in
2015. Furthermore, ESMA will also contribute to the objective of supervisory convergence by
issuing a statement on European common enforcement priorities highlighting topics significant
for European issuers when preparing their 2016 year-end IFRS financial statements.

The final guidelines on Alternative Performance Measures will be published in 2015, with an
effective date of 3 July 2016. Considering the wide scope of the guidelines, ESMA will closely
monitor the implementation of these guidelines by issuers and National Competent Authorities
across the EU and the impact of these guidelines on supervisory convergence.

A key part of ESMA’s convergence role in financial reporting in the area of supervision and
enforcement of IFRS lies in analysing and discussing accounting matters faced by individual
enforcers which are of relevance to other European enforcers either by their degree of
complexity, significant importance to European regulated markets or because of having a
widespread effect around EU. This work is performed by the European Enforcers Co-ordination
Sessions (EECS), which continue to meet to promote consistent application of IFRS and to
foster convergence of enforcement practices across the EU. In addition, ESMA will organise
technical workshops, in-depth review of selected accounting topics, depending on needs etc.
ESMA will also intensify its co-operation with ECB on accounting matters relevant for financial
institutions.

Key deliverables in 2016 Due date
- Q2 2016
Extracts of EECS decisions Q4 2016
EECS Activity Report Q2 2016
Analysis of European common enforcement priorities Q3 2016
Study of an accounting topic (to be confirmed) Q4 2016
Activity budget | €793,559 | Activity staff | 5 FTE

C. Relations with Third Countries

2.3.8 Role for ESMA in functioning of non-EU passport

Facilitate Alternative Investment Funds (AIF) passporting

Objective for 2016 across EU Member States.

While not granting any supervisory powers to ESMA on third-country entities, the AIFMD does
foresee a more operational role for ESMA once the passport has been extended to non-EU
alternative investment funds (AIFs) and managers (AIFMs). In particular, ESMA is required to
issue advice to the relevant National Competent Authority in relation to its assessment of the
Member State of reference of an AIFM. ESMA has one month in which to deliver its advice
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following receipt of a notification. Similarly, ESMA is expected to intervene in situations where a
non-EU AIFM seeks to rely on the possibility provided by the AIFMD for non-compliance with a
particular provision in case there is incompatibility with the law to which the non-EU entity is
subject. ESMA must issue advice to the National Competent Authority that intends to grant an
exemption to a non-EU AIFM within one month of receiving a notification.

Key deliverables in 2016 Due date
Advice to National Competent Authorities on Member State of

reference assessments and applications for exemption from Q4 2016
AIFMD provisions

Activity budget | €342,993 | Activity staff | 2 FTE

2.3.9 Third-country Central Counterparties and Central Securities Depositories

Develop equivalence of third countries by recognition of

Objective for 2016 CCPs providing clearing services in the Union.

Under EMIR, ESMA has direct responsibilities regarding the recognition of third-country CCPs
providing clearing services within the Union.

In 2016 it is expected that several third-country CCPs will be recognised under EMIR. In this
context, ESMA will continue to co-operate with third-country authorities to ensure that the
services provided to European clearing members do not expose the latter to undue risks.

ESMA is also responsible for the recognition of non-EU Central Securities Depositories (CSDs).
This procedure is similar to other recognition procedures that ESMA has already undertaken in
the past, notably for CCPs.

| Activity budget | €267,161 | Activity staff | 2 FTE

2.3.10 Third-country firms applying for the provision of investment services or
performance of activities throughout the Union

Set-up of the work to establish co-operation

Objective for 2016 . : .
arrangements with third-country competent authorities.

While not granting any supervisory powers to ESMA on third-country firms, MiFIR requires
ESMA to establish co-operation arrangements with competent authorities of third countries
whose legal and supervisory frameworks have been recognised by the European Commission
as effectively equivalent.
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Such arrangements shall specify at least:

(a) the mechanism for the exchange of information between ESMA and the competent
authorities of third countries concerned, including access to all information regarding the
non-Union firms authorised in third countries that is requested by ESMA,;

(b) the mechanism for prompt notification to ESMA where a third-country competent
authority deems that a third-country firm infringes the conditions of its authorisation or
other law to which it is obliged to adhere;

(c) the procedures concerning the co-ordination of supervisory activities including, where
appropriate, on-site inspections.

Furthermore, ESMA will keep a register of third-country firms allowed to provide services in the

Union (and will be able to withdraw the registration in circumstances specified by MiFIR).

Key deliverables in 2016 Due date
First b.afcch of co-operation agreements with third-country 04 2016
authorities

Activity budget | €106,446 | Activity staff | 1 FTE

2.4 Ensuring direct supervision of specific financial entities

In 2016 ESMA will have direct supervisory powers in two areas: Credit Rating Agencies and
Trade Repositories. At the end of 2015 ESMA will effect an internal reorganisation to put the
teams working on the direct supervision of Credit Rating Agencies and Trade Repositories
together. This will ensure one approach to ESMA’s supervision, allowing for better sharing and
consistency of experiences, processes and resources.

2.4.1 Credit Rating Agencies

Objectives for 2016

Ensure that registered CRAs comply with the CRA
Regulation and, where applicable, refer cases to the
Independent Investigation Officer (IIO) where there are
serious indications of potential infringements of the CRA
Regulation.

Protect investors by ensuring that only registered CRAs
issue credit ratings in the Union.

Ensure that ESMA only registers applicants who comply
with the standards set out in the CRA Regulation by
assessing applications for registration as a CRA in a
timely and thorough manner.
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Supervision of Credit Rating Agencies involves three broad areas of work and follows the Annual
Credit Rating Agency Supervisory Work Programme that ESMA produces for the year
concerned:

Supervision

ESMA continuously carries out perimeter assessment (i.e. identification of entities which may be
operating without registered status). It assesses applications to be registered as CRAs and then
carries out ongoing supervision of registered CRAs. Supervisory reviews may be either thematic
or individual reviews (deep dives); the main findings and outcomes are reported publically when
appropriate and mitigation actions to shortfalls are followed up. Where necessary, enforcement
actions are proposed. Throughout this supervisory work co-operation with third-country
regulators is maintained.

In order to support CRA supervision, a new Credit Ratings Data Reporting System (RADAR) will
go live. RADAR will create one single database from a new public interface for the European
Rating Platform (ERP), a new internal fees database and two existing systems, CEREP and
SOCRAT.

Strategy & Risk

Risk-based supervision refers to (1) the use of a structured approach to identify the most serious
risks at individual CRA or industry level, (2) a targeted review by supervisors to assess how
CRAs are managing the risks identified and (3) the use of available and proportionate measures
to reduce and manage these risks.

The identification of risks and trends requires continuous monitoring of the periodic information
and data provided by the CRAs and monitoring of overall market dynamics and changes in credit
markets as a whole. Our risk framework, including the core risk analysis model, is developed
through both stand-alone analytical activities (e.g. market intelligence, data analysis) and
through interaction and co-ordination with the supervisory function (e.g. risk impact analysis of
supervisory activities). In addition, ESMA monitors industry-wide developments through
engagement with CRAs and other external stakeholders.

The risk-based dimension allows ESMA to target its supervisory resources to those areas where
the greatest risks have been identified, as well as to assess the impact and effectiveness of its
supervisory strategy. This allows ESMA to adapt its supervisory approach to the evolving nature
of the industry, for example to allow it to launch new investigations or market studies as well as
to take ad hoc supervisory measures where necessary to reflect changes in market dynamics
and innovations such as new entities, new products, services and delivery channels or new
methodologies.
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Key deliverables in 2016 Due date
Integrate go-live of RADAR into supervisory activities Q2 2016
Define the annual supervisory strategy/workplan and annual

. Q4 2016
report and execute it
Refined approach to risk assessment and prioritisation Q4 2016
Activity budget | €5,170,740 Activity staff | 31 FTE

2.4.2 Trade Repositories

Improve access to data on derivative contracts by
Objective for 2016 | ensuring Trade Repositories comply with EMIR
requirements.

Under EMIR, ESMA has direct responsibilities regarding the registration, supervision and
recognition of Trade Repositories; this work is directed by a specific annual Trade Repository
Supervision Work Programme.

Supervision of Trade Repositories by ESMA aims to ensure that they comply on an ongoing
basis with all EMIR requirements, thereby enabling regulators to access data and details of
derivative contracts in order for them to fulfil their respective mandates.

For the supervision of Trade Repositories, ESMA has the right to require information, to conduct
general investigations and on-site inspections, and if needed, to take enforcement measures.

Key deliverables in 2016 Due date
Define the annual supervisory strategy/workplan and annual
report and execute it

Activity budget | €1,608,097 Activity staff | 9 FTE

Q4 2016

2.4.3 Enforcement

Take appropriate enforcement action where breaches of

Objective for 2016 A . . .
regulation in supervised entities are discovered.

ESMA has the power to take appropriate enforcement action where it discovers a breach of
regulation in its supervised entities. These actions may range from the issuance of public notices
to the withdrawal of registration and imposition of fines. Therefore ESMA maintains an
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Independent Investigation Officer function that is required in enforcement cases. ESMA’s Board
of Supervisors also requires legal advice on its execution of these powers.

| Activity budget | €1,683,802 Activity staff | 11 FTE

2.5 ESMA as an organisation

2.5.1 Provide efficient and proactive support to staff.

Improve support to ESMA’s Standing Committees and Technical
Committees by promoting video, audio and web conference tools
Objectives | for ESMA’s staff and stakeholders’ use.

for 2016 Reduce manual workload and improve efficiency and traceability
by starting making some workflows paperless such as document
management, missions, payments and procurement.

First, as part of ESMA’s ongoing maturation process, in 2016 focus will be placed on providing a
better support to staff and stakeholders in their daily work with ESMA. Tools that allow better
collaboration within Task Forces and Standing Committees will be developed.

The achievement of ESMA’s work programme requires working groups including participants
from all over the EU. The process of organising meetings will be improved by introducing tools to
manage work group participants and online registration systems to help simplify the organisation
process and ensure traceability. In addition, not all meetings need to be physically held in Paris:
ESMA has made recent improvements to its e-meetings offer via new audio, video and web
conferencing tools. These possibilities will be promoted to ESMA’s staff and stakeholders to
increase take-up.

Second, efficiencies in internal processes may partly be achieved via automatisation of certain
processes. To this end ESMA will transform some financial workflows to reduce usage of paper
and systematise the usage of an e-procurement tool (sourced in 2015), as well as the second
phase (roll-out) of a tool to manage staff business trips.

Following the annual risk assessment, internal control assessments will be conducted to ensure
compliance, transparency, efficiency and effectiveness.

Key deliverables in 2016 Due date
Promotion of tools to support Standing Committees via first Q3 2016
training sessions

Online registration for meetings Q2 2016
Roll-out to staff IT tool for missions Q2 2016
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2.5.2 Manage resources in a flexible, efficient and effective way

Improve the planning of ESMA’s work by extending project
management across the organisation.

Ensure the secure management of ESMA’s assets by launching a
project to implement archiving and destroying of documents at the
end of their lifecycle.

Objectives
for 2016

In 2015 ESMA adopted the PM? project management methodology for the governance of its IT
projects. In 2016, ESMA intends to extend this project management culture across the
organisation. The change will be accompanied by training staff on project management and
setting up adequate project reporting and follow-up.

ESMA, as it enters into its fifth year of operations, will need to define and implement an archiving
and retention policy in order to ensure that its information is secure and can be retrieved easily.
2016 will also be the year that ESMA finishes its initial Security Action Plan and finalises a
Business Continuity Plan that can then be implemented and tested in the following years.

In 2015 ESMA defined an Activity-based Budgeting (ABB) and Costing (ABC) model for its fee-
funded supervisory activities. In 2016 this will be developed into a full ABB/C model across all
activities; this may then be rolled out in 2017. In addition, ESMA will continue to assist the
European Commission to review ESMA’s financing.

Key deliverables in 2016 Due date
Implement project management methodology for corporate Q2 2016
projects

Adopt archiving and retention policy Q3 2016
Develop full ABB/C model Q2 2016
Finalise Business Continuity Plan Q4 2016
Finalise Security Plan Q2 2016

2.5.3 Recruit, develop and retain good quality staff

Objective | Further develop ESMA’s human resources by adopting a learning
for 2016 and professional development strategy.

Following the approval of ESMA’s strategy for 2016-2020, there are important steps to be
undertaken to ensure its understanding and implementation by all ESMA’s staff. To assist in this
the strategic objectives will be cascaded down through the organisation to the individual level.
ESMA will also improve recruiting practices through sharing best practices and regular training
sessions.
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The HR system, which has been an ongoing joint-ESA project over several years, will reach its
final phase.

Key deliverables in 2016 Due date
Adopt Learning and Professional Development Strategy Q4 2016
Map strategic objectives to individual level Q2 2016
Complete HR system improvements Q2 2016

2.5.4 Governance & Stakeholders

Set-up Corporate Affairs Department to provide support to senior
management and the organisation on planning, internal control
and stakeholders’ relations.

Implementation of Action Plan in response to IAS Audit on
stakeholders’ relations.

Objectives
for 2016

In 2016 ESMA will develop and implement an integrated approach to the planning, management
and execution of ESMA’s communications activities towards its internal and external
stakeholders. This will be characterised by centralised oversight of the definition of goals, target
audiences, timing, channels etc. The aim is to have in place an approach, which supports
ESMA’s corporate mission, objectives and activities, while also ensuring that it is accessible,
open and transparent to its stakeholders.

The creation of a centralised Department merging the current Communications Team, the Co-
operation element of LCC, the Securities Markets Stakeholders Group secretariat along with the
Planning and Reporting and Internal control functions will support the move to a co-ordinated
approach to stakeholders and organisational strategic planning. The successful roll-out of this
new Department will be a key objective for 2016.

The change will result in a number of synergies, including greater co-ordination of stakeholders’
activities across all communications channels, which will support and be supported by, more
central oversight of ESMA's planning and strategy setting.

Key deliverables in 2016 Due date
Roll-out of revamped ESMA’s website Q1 2016
Publish 2015 Annual Report Q2 2016
Publish 2017 Annual Work Programme Q3 2016
Produce External Communications Strategy 2017 Q4 2016
Produce Internal Communications Plan 2017 Q4 2016
Produce Internal Control Work Programme 2017 Q4 2016
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3 Annexes

3.1 Annex 1 -Human resources

The tables below present the Establishment Plan as adopted by ESMA’s Board of Supervisors.
It has not yet been approved by the European Parliament and Council.

2015 Establishment Plan

AD 16
AD 15
AD 14
AD 13
AD 12
AD 11
AD 10
AD 9
AD 8
AD 7
AD 6
AD 5

AD total

GRAND TOTAL

10
22
30
24
17
11

129

AST 11
AST 10
AST 9
AST 8
AST 7
AST 6
AST 5
AST 4
AST 3
AST 2
AST 1

AST total

142

N

13

Contract Agents 201.5
estimate

Function Group IV 16
Function Group I 28
Function Group |l
Function Group |

Total 44

Seconded National | 2015
Experts estimate

Total 21
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3.2 Annex 2 — Draft budget

The tables below present the budget as adopted by ESMA’s Board of Supervisors. It has not

yet been approved by the European Parliament and Council.

REVENUE EUR

Revenue from fees and charges 10,768,269
EU Contribution 10,958,945
Contrlb_gtlon from National Competent 17,342,822
Authorities

Contribution for delegated tasks 1,367,553

TOTAL REVENUE 40,437,589
EXPENDITURE EUR

Staff expenditure 20,873,500
Infrastrgcture and administrative 8.418.250
expenditure

Operating expenditure 9,645,839
Delegated tasks 1,500,000

TOTAL EXPENDITURE 40,437,589
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3.3 Annex 3 — List of ESMA’s KPIs

To be developed alongside multi-annual work programme.
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3.4 Annex 4 — Impact of European Commission’s proposed 2016 budget on ESMA’s work programme

Negatives priorities for 2016 Work Programme

Activity Action Impact Staff/budget saving
Reduction of 2/3™ of the translation budget Delay legal applicability of some ESMA’s guidelines -450k€
) Reprofile IT work programme to deliver MiFIR, Reduction of the budget for the Markets IT _350k€E
Business | AR and CSDR databases in 2018 programme in 2016
Activity Reduce external support for various aspects of Cut studies, legal support and support to cost benefit
, . -500k€
ESMA’s work analysis
Do not ref:run the additional post to work on the Delayed work in peer reviews 1 staff
Peer Reviews
Reduce mission budget .Radica.lly reduce sta}‘f travel. 6.tl’.ld travel costs _500k€
impacting upon multiple activities
ESMA as an ; ; P ;
s Reduction of costs in administrative support and ,
organisation | .onawal of old material Reduction of support to staff 400kE
Do not recruit the additional planning and No improvement to ESMA’s external accountability 1 staff

monitoring role requested for 2016

TOTAL

2 staff and 2.3m€
(including 100k€ representing
cost of 2 staff)
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