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ESMA

201-203 rue de Bercy
CS 80910

75589 Paris Cedex 12
France

Re: Consultation Paper on Internal Controls for BAs, CRAs and Market Transparency Infrastructures

ISS STOXX appreciates the opportunity to provide comments to the European Securities and Markets Authority
(ESMA) in response to its Consultation on draft Guidelines related to the Internal Controls Framework (IC
framework) for some supervised entities (draft Guidelines or Consultation).

ISS STOXX, through its group of companies, is a leading provider of comprehensive and data-centric research and
technology solutions that help capital market participants identify investment opportunities, detect qualitative
and quantitative portfolio company risks, and meet evolving regulatory requirements. STOXX, the group’s
benchmark administrator, provides world-class benchmark and custom indices across asset classes and
geographies. Our comments represent our views in our capacity as an ESMA-supervised benchmark administrator
under the EU Benchmark Regulation (BMR).

In addition to the enclosed responses to ESMA’s questions, we would like to summarise our general views on the
Consultation and related comments:

o We note that this Consultation on Internal Controls follows two recent ESMA consultations; one on draft
Guidelines for the reporting of periodic information, and another on Supervisory Expectations for the
Management Body, both of which extend to benchmark administrators under ESMA supervision." The
outcome of these two previous consultations is still pending and we would like to better understand how
ESMA views the proposed draft Guidelines to interact with the previous two consultations.

o Relatedly, while we understand this Consultation on Internal Controls to be largely based on existing
regulatory requirements, given the overlap with the aforementioned consultations and the changes
resulting from the recently concluded review of BMR, we would like to clarify with ESMA its intended
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timing for finalising all three consultations. We understand that the two prior consultations may be
finalised as soon as the first half of this year, while the latest draft Guidelines may be finalised later in
2025. We respectfully ask ESMA to extend this timeline in favor of engaging with benchmark
administrators ahead of the expected compliance date for new or amended requirements introduced
during the BMR review and the three parallel consultations, with a view to potential guidance and sample
templates, where necessary.

o With respect to the application of the final Guidelines, we are mindful of the changes adopted during BMR
review that will apply as of 1 January 2026, namely the narrowing of BMR’s scope, and the downstream
implications for Level 2 and Level 3 measures. To that end, the draft Guidelines should be tailored as
much as possible to ensure that they do not inadvertently undermine the BMR review’s goal of burden
reduction and proportionality.

o With respect to the content of the draft Guidelines, as a general point, we believe that flexibility should
be afforded to supervised entities to determine the optimal arrangements for their IC functions while
adhering to the principles that ESMA has highlighted in terms of independence, accountability and
adequate resourcing of said IC functions. The need for such flexibility is particularly apparent in view of
the fact that ESMA proposes to apply the draft Guidelines, once finalised, to supervised entities belonging
to different industries within the financial services sector. Accordingly, prescriptions or unnecessary
overlaps with existing regulatory requirements are best avoided.

o Relatedly, where the draft Guidelines promote or allow for efficiency within an entity’s IC framework,
such as by allowing for reliance on group-level compliance functions and/or encouraging staff
specialisation and automation, we are highly supportive.

o Finally, with regard to Information Security Management, we are supportive of the proportionate
approach reflected in the draft Guidelines, confirming that benchmark administrators that administer
non-critical benchmarks are out of scope of DORA.

Thank you for considering our feedback and comments, and we welcome further discussion at your
convenience. Please do not hesitate to contact the undersigned.

Respectfully,

Koot o BN
Karina Karakulova Hugo Gallagher
Head, Regulatory Affairs & Public Policy Assoc. Vice President, Regulatory Affairs & Public Policy
Karina.karakulova@iss-stoxx.com Hugo.gallagher@iss-stoxx.com
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Q1. Do you have any comments on the proposed Guidelines under the section on IC Framework? In providing
your comments, please refer to the general principle, component and/or characteristic that you are
commenting on.

In general, we consider the IC framework described in the draft Guidelines to largely correspond to established

principles and best practices stemming from Level 1 and/or Level 2 BMR, albeit likely with some variations that
optimise the respective IC frameworks for the supervised benchmark administrators. We strongly encourage
ESMA to retain flexibility with regard to the application of the Guidelines so as to ensure supervised entities can
structure their IC framework and functions as efficiently as possible in line with the overall goal of robust internal
controls.

We appreciate that ESMA intends to apply proportionality with respect to the application of these Guidelines and
that the Guidelines would extend to different industries subject to ESMA supervision. Accordingly, we stress that
prescriptions be avoided, particularly where they would be unnecessarily challenging or disruptive to implement
without having a meaningful impact on the efficacy of a benchmark administrator’s IC framework. As ESMA points
out, supervised entities are already subject to existing regulatory frameworks and reporting requirements
envisaged in Level 1 legislation and Level 2 requirements.

Part 1.3.3 on “Documented Controls and Control testing” appears overly prescriptive and granular. The items that
should be documented, such as the role(s) and function(s) responsible for reviewing the control, may have to be
updated frequently depending on established practice, for example, in cases where such a responsibility
alternates periodically between various levels of the risk management and internal control functions within a
supervised entity. Alternatively, ESMA should clarify that the information listed under Part 1.3.3 could be included
in a control testing plan for a given year, rather than documenting it as a control. Additionally, there appears to
be an overlap between Part 1.3.3 (Control Activities) and Part 1.5.1 (Monitoring Activities) that could be
consolidated to avoid unnecessary duplication and/or confusion.

In this Consultation, ESMA acknowledges that many organisations among the entities it supervises will be outside
the scope of DORA. We appreciate and welcome ESMA’s thoughtful approach with respect to ICT-related
requirements in relation to internal controls. ESMA’s earlier consultation on periodic reporting risked creating
confusion on the part of benchmark administrators as to whether ESMA intended to extend the scope of DORA.
The language in the draft Guidelines provides some clarity and we request that ESMA further clarify in all three of
the parallel consultations mentioned earlier that ESMA does not intend to apply DORA requirements to
benchmark administrators, other than those administering critical benchmarks that are in scope of DORA.
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Q3. Do you have any comments on the proposed Guidelines under this section on IC Functions? In providing
your comments, please refer to the general principle, component and/or characteristic that you are
commenting on.

Q4. Do you have any comments on ESMA’s approach to proportionality for Internal Control Functions?

In general, we consider the IC functions that ESMA describes in Part 2 to largely correspond to BMR requirements.

We understand that ESMA proposes a proportionate approach by allowing more flexibility for smaller entities
with respect to the segregation of duties and use of available staff resources. For larger organisations, we
understand that ESMA has different expectations, stating that entities should use “staff specialisation” and that
“it may be appropriate to have dedicated monitoring or investigation teams within their compliance departments.”

“

ESMA adds that for supervised entities of a “. . . certain nature, scale and complexity, ESMA expects a higher
degree of automated controls, and greater integration between the systems of control functions. . ..” To the extent
these expectations recognise and promote efficiency in terms of delivering on a robust IC framework, such as
through the option to rely on group-level compliance and risk management frameworks, we are highly supportive.
Integration of control functions and expectations for a segregation of duties and staff specialisation by supervised
entities need not conflict. Accordingly, while promoting the need for distinct IC functions and a clear segregation
of duties, the Guidelines should more explicitly acknowledge that IC functions can be carried out at the group level

and avoid inadvertently promoting duplication of IC functions.

With regard to the Information Security function, we would suggest that the final Guidelines not seek to
overengineer or lead to unnecessary friction. Where this function, for example, is already being comprehensively
addressed by a broader risk management framework, we ask that ESMA consider this framework to be sufficiently
equivalent and specialised, and therefore recognise it as conforming to the draft Guidelines.

Regarding the Guidelines specific to benchmark administrators (contained in Part 2.6), covering the Oversight
function, we believe that ESMA’s proposals generally overlap with existing regulatory requirements for
benchmark administrators (specifically as per Article 5 of BMR and Delegated Regulation (EU) 2018/1637).
Accordingly, the draft Guidelines must account for changes in the Oversight function commensurate with, and
flowing from, the descoping of benchmarks under BMR as of 1 January 2026. While other elements of the IC
framework may remain as-is despite the narrowing of the BMR’s scope, we believe the Oversight function is
particularly sensitive to scope proportionality.

Q5. Are there any other comments you wish to raise on this section?

We have several observations in relation to the contents of Annex | of the Consultation. For instance, with regard
to the cost-benefit analysis, in Paragraph 75, ESMA states that “the motivation for providing such guidance arose
as a result of the identification of deficiencies in supervised entities’ practices during ESMA’s ongoing supervision.”
This is a broad statement that would be better understood with greater detail on the deficiencies alluded to, as
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well as the severity of the risks they pose, and whether they are uniformly common to the range of supervised
entities under ESMA’s remit.

Additionally, in the section entitled “The Impact of the Draft ESMA Guidelines,” ESMA states that “the approach
of the Guidelines is to provide a framework of recommended practices . . .” and that “the Guidelines have also
been drafted in such a way that they do not recommend specific organisational structures.” Consistent with our
remarks above, we believe that the flexibility or advisory character of these Guidelines, in the sense that they
recommend rather than mandate certain practices, could be more clearly emphasized in the final Guidelines, as
well as in the related consultation on governance arrangements.
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