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IT’S ALIVE!
This year, the Deloitte Regulatory 
Agenda becomes interactive to  
bring you monthly updates: just  
scan the QR code on the right to visit 
our site for the latest information. CONTENT

The term Sustainable and Responsible Investment (SRI) 
is defined by Eurosif as “a long-term oriented investment 
approach which integrates ESG factors in the research, 
analysis and selection process of securities within an 
investment portfolio. It combines fundamental analysis and 
engagement with an evaluation of ESG (Environmental, Social 
and Governance) factors in order to better capture long term 
returns for investors, and to benefit society by influencing 
the behaviour of companies”. In the EU context, the priority is 
focusing on climate change and mitigation of environmental 
risks; the components of Social and Governance while 
important are perceived as complementary objectives. They 
may already be covered by the United Nation Responsible 
banking/asset management principles (already endorsed). 

The EU has committed to supporting a transition to a low-
carbon, more resource-efficient and sustainable economy. 
At the end of December 2019, the new Chairwoman of the 
European Commission proposed to go a step further in 
her Green Deal program to make the EU the first carbon 
neutral continent by 2050.

Currently, there are two areas of regulatory 
measures:

	• Measures taken or finalized at EU level, including
amendments to the MiFID II and IDD Directives to apply
ESG factors in assessments of investors’ profiles, then
amendments to the benchmark regulation aimed at
creating an objective EU standardized approach to
verifying ESG impact, regulations on ESG disclosures
(more environmental and social impact) to help assess

products and issuers in terms of their ESG position. 
These are due to apply from mid-2021.

	• Measures complementing the current set of rules,
for example by introducing ESG risk measures and
reporting in UCITS and AIFs portfolio management.
By far the largest of these measures, however, are
the projects to be launched following the European
Commission Green Deal. The Green Deal, besides
setting ambitious goals and financing, also foresees
a full review of many regulations, including financial
regulations. Under The Green Deal financial
intermediaries are perceived as accelerators of
the transition to a sustainable economy through
their financing role (via markets or credits). Broadly
speaking, the plan is to review all financial regulations
ranging from MiFID to CRD/CRR and adapt them
to ESG requirements by applying governance and
organizational requirements not only to products and
services but also to the organizations themselves.

The two following years are paved with regulatory deadlines 
for consultations, drafts and final regulatory projects often 
with a 24-month interval before implementation.

In the course of 2020, regulatory attention will focus on 
the release and publication in the EU Official Journal of the 
taxonomy for evaluating which activities can be considered 
as environmentally sustainable. Level 2 measures are 
foreseen to help the implementation, as well as the creation 
of colleges of supervisors and experts to continuously 
review the taxonomy.

The taxonomy refers to six types of objectives, according 
to which issuers, projects, products and services can be 
benchmarked:
01.	 Climate Change Mitigation
02.	 Climate Change Adaptation
03.	 Sustainable Use and Protection of Water and Marine

Resources

04.	Transition to a Circular Economy
05.	 Pollution Prevention and Control
06.	Protection and Restoration of Biodiversity

and Ecosystems

KEY CHALLENGES
Sustainability challenges are three-pronged. First and 
foremost, firms need to clearly define and articulate their 
strategy. SRI and ESG regulations represent an opportunity 
to review business priorities and consequently define to 
what degree a firm is willing to respond and anticipate 
clients’ demands. This will have a substantial impact on 
the organization through training programs, potentially 
changing an institution’s culture to ensure the organization 
is in line with its communications, SRI and ESG objectives.

The second, very concrete, challenge relates to data. Today, 
ESG information is scattered, obtained from multiple 
sources with inconsistent level of quality. The current lack 
of standardization and transparency in ESG reporting and 
scoring presents major challenges for financial institutions 
and their clients. Yet things are progressing fast in that 
area and firms need to define their ESG data sourcing and 
management strategy to support proper implementation of 
their ESG programmes.  

Last but not least, ESG and sustainability are multi-faceted 
domains that will impact different existing regulatory 
frameworks (incl. MiFID, IDD, UCITS, Benchmarks, AIFMD 
or CRD). Coordinated approach to monitor new regulatory 
requirements and to adopt a consistent implementation 
across the board will be a challenging task for financial 
institutions that will require adaptation to internal governance, 
operational processes and IT systems,  tools and reporting.

Overall, we foresee 2020 as the year ESG strategy and 
implementation programmes will become reality in many 
financial institutions, setting the ground for the regulatory 
obligations that will kick in as from 2021.

SUSTAINABLE AND GREEN FINANCE

CONTENT
SRD II (EU/2017/828) aims to facilitate communication 
between issuers and investors. The first challenge 
is for the issuer to identify the information to be 
shared regarding annual general meetings (AGM) and 
other corporate events. However, for this poster, the 
assumption taken is that this information is adequately 
produced, and will focus on the next steps concerning 
all investors holding EU equity shares or equivalent, 
concentrating on five axes: 

	• Information should reach all investors, large and small

	• Investment firms have to communicate their
“engagement policies” when they act on behalf of
investors

	• Issuers have a right to know who their investors are

	• Issuers have to disclose adequate information (e.g.,
directors’ remuneration and material transactions
bearing potential conflicts of interest)

	• Investment process intermediaries have to cooperate 
swiftly

01.	 Firstly, the assumption is that the issuer has the
information and has passed it onto the different
intermediaries. The process entails the issuer
informing its Central Securities Depositary (CSD),
its issuing agent. The CSD connects with its clients,
the custodian banks. These custodians pass the

information down the chain, until it finally reaches 
the “ultimate” shareholder, who often is an individual, 
although it could also be a fund, a pension plan or 
any other legal entity. This requires that, at any time, 
all investors (including ones who may only possess 
one share) can be identified.   

02.	 A second challenge arises: investors may wish
to vote. So far, unfortunately, when (and if) the
information reaches the investors, the process often 
stops here. Investors, unless particularly willing to
be active, rarely vote and do not attend the AGM,
which might even be held in a different Member
State. With SRD II, financial intermediaries will have
to track information recipients, put forward voting
options, and ensure that a mechanism to vote exists
for all investors, either through traditional voting, or
via a proxy arrangement that must be created and
formalized.

03.	 The third challenge starts when firms manage client 
assets, as they now have to define and disclose their 
engagement policy (since June 2019), explaining 
how financial intermediaries, asset managers, and 
other parties involved will vote when they represent 
investors. UCITS and AIFs are directly impacted by this 
aspect of the Directive but other forms of collective 
asset management (typically discretionary portfolio 
managers) should also consider if, and how, they 
might draft a similar voting policy. 

04.	 The fourth and probably most complex challenge 
is related to the fact that, at any moment, issuers 
may ask to identify who are their shareowners. The 
underlying difficulty lies in the criteria proposed by 
the EU Directive: Identification might be subject to an 
ownership threshold of 0.5 percent. Member States 
might choose to go below that minimum, down to 
ownership of one share, with identification to be 

reported within 24 hours. In addition to the lack of a 
harmonized definition of the notion of a shareholder, 
the relevant percentage of ownership to identify 
shareholders may therefore vary from one Member 
State to another. 

05.	 Lastly, in the case of the Shareholders’ Rights 
Regulation, the challenges previously mentioned 
are combined, with the additional twist that, at the 
present stage, not all useful universally accepted 
templates are fully developed or even available to the 
stakeholders, especially smaller ones.

KEY CHALLENGES
Looking at SRD II requirements, data management is 
essential. SRD II includes an obligation to provide access 
to data in extremely short timeframes, which means that 
manual or ad hoc processes are impossible to sustain on 
such a large scale. Only high performance data systems 
will allow such demands to be met.

SRD II requires financial intermediaries to respond to 
demands from issuers within the same business day or by 
the next day at the very latest. Responding requires any 
shareholder, even one holding only one share, anywhere 
in the network (and the world) to be identified.

The scope of application is a challenge as each Member 
State might have its own perspective on SRD II where 
thresholds or the scope of entities are concerned. 
Consequently, considering only the rules in the country 
where the financial institution is based implies a very 
narrow perception. 

SRD II – SHAREHOLDERS’ RIGHTS DIRECTIVE II

CONTENT
The EU Directive 2018/822/EU on mandatory automatic 
exchange of information in relation to reportable  
cross-border arrangements entitled “DAC 6” was inspired 
by the mandatory disclosure rules from the OECD’s 
BEPS (Base erosion profit shifting) Action 12 project. 
BEPS Action 12’s purpose is to give tax authorities 
timely information about potentially aggressive tax 
arrangements. 

Based on DAC 1, new provisions have been put into place 
in the framework of spontaneous, automatic and ‘on 
request’ exchange of information. Several DAC followed 
(DAC 2 on CRS, DAC 3 on automatic exchange of rulings, 
DAC 4 on country-by-country reporting and DAC 5.) Now, 
DAC6 requires intermediaries (or concerned taxpayers 
if there are no intermediaries) to report cross-border 
arrangements meeting the criteria of the Directive (cross-
border feature, matching the hallmarks listed as from  
25 June 2018) to their local tax authorities. These criteria 
are notably based on the 15 hallmarks (generic or 
specific). 

The DAC 6 Directive covers all taxes except VAT, excise 
duties and social security. One of its core features is the 
requirement for a cross-border dimension, it applies to 
both individuals and entities.

A cross-border arrangement is one which:

	• Involves either more than one EU Member State or an
EU Member State and a third country

	• Meets one or more hallmarks, presenting an indication
of a potential risk of tax avoidance

For Luxembourg, the hallmarks have been transposed from 
DAC 6 directly without any modifications to their wording, 
although some interpretative comments are available.

Generic hallmarks would capture arrangements that 
contain success fees or standard documentation with 
confidentiality clauses. Specific hallmarks would be used  
to target vulnerabilities in the tax systems. They would 
cover different topics, including among others:

	• Cross-border deductions (for example, deductible 
cross-border payment(s) made to an associated
enterprise located in a jurisdiction that does not
impose corporate tax; deductions for the same 
depreciation on the asset that are claimed in
more than one jurisdiction)

	• Automatic exchange of information and
beneficial ownership

	• Transfer pricing (for example, transfer of
hard-to-value intangibles)

A “main benefit test” would apply to the generic hallmarks 
as well as several of the specific hallmarks. As per DAC 6,  
the main benefit requirement will be satisfied if it can 
be established that having regard to all relevant facts 
and circumstances, a person may reasonably expect to 
derive a tax advantage from such an arrangement. The 
principle, according to the OECD BEPS Action 12 report, is 
to compare the main benefit of the value of the expected 
tax advantage with any other benefits likely to be obtained 
from the transaction. 

The tax advantage would not necessarily need to be 
obtained in an EU Member State but could also arise in  
a third country.

As the disclosure reporting would be aimed at identifying 
potentially aggressive tax schemes, it would not judge 
whether a scheme under disclosure is actually abusive 
or aggressive. To be subject to reporting, it would be 
sufficient for a tax scheme to meet at least one of the 
hallmarks and as such, be identified as potentially 
aggressive.

Finally, the reporting is the responsibility of intermediaries 
such as banks, asset managers, insurers, accountants or 
lawyers, except if they are based in third countries or 
benefit from a legal privilege. In case all intermediaries are 
exempt from reporting or there is no intermediary, the 
responsibility moves to the concerned taxpayer.

KEY CHALLENGES
Several challenges have been identified: 

Firstly, this is a Directive with several local transpositions 
notably concerning the definition of intermediaries, the 
cross border feature and the scope of the taxes.

The second key challenge is to identify reportable 
arrangements by having a proper DAC 6 policy in place.

Final and probably the most complex challenge is the 
timing as the reporting begins on 1 July 2020 and the 
backlog needs to be monitored as potential reporting 
arrangements will include those existing as per  
25 June 2018.

DAC 6 – DIRECTIVE OF ADMINISTRATIVE COOPERATION 6

CONTENT
In 2020, key regulatory and supervisory themes will cover the increased 
focus on non-financial risk management including outsourcing 
arrangements, ICT and security risk management, further inclusion of 
AML/KYC within Supervisory Review and Evaluation Process (SREP) and 
development of the prudential framework around sustainable finance and 
climate risk, all of which will require evolution in data intensive prudential 
reporting and increase the importance of operational resilience.

This year will also be marked by the Level 2 work of the EBA around the 
Risk Reduction Measures (RRM) package and further development  
of the finalization of Basel III in Europe.

ICT & Security risk and Outsourcing arrangements
In 2020, reflecting the SREP outcome of 2019, IT and Cyber will continue 
to represent a key area of focus for supervisors. In this regard, EBA 
Guidelines on ICT and security risk management are intended to 
establish expectations on the mitigation and management of ICT and 
Security risks, and aim at defining how financial institutions should 
comply with provisions of CRD IV and PSD2. These guidelines will enter 
into force on 30 June 2020 and complement the EBA Guidelines on ICT 
Risk Assessment under SREP and the EBA guidelines on outsourcing 
arrangements. 

The latter entered into force in September 2019 and specify the internal 
governance arrangements, including sound risk management, that 
banks, payment institutions and electronic money institutions should 
implement when they outsource functions or activities (notably IT and 
cloud services), in particular with regard to critical or important functions.

In December 2019 the European Commission launched a consultation 
process on the Regulation on Digital Operational Resilience for the 

financial sector. The overall objective of the initiative is to further 
strengthen the digital operational resilience of EU financial sector 
entities, including their ICT security.

Loan origination and monitoring
On 30 June 2020, the EBA’s guidelines on loan origination and monitoring 
are expected to enter into force. 

The objective of these guidelines is to improve banking practices and 
associated governance arrangements, processes and mechanisms 
in relation to the granting of credit. The goal is to ensure that banks 
have robust and prudent standards for credit in terms of risk taking, 
management and monitoring, and that newly originated loans are of high 
credit quality. They also aim to promote the protection and fair treatment 
of consumers.  

Risk Reduction Measures package (RRM) including  
CRR2/CRD5 reform 
The EU’s Risk Reduction Measures package (RRM), which includes the fifth 
Capital Requirements Directive (CRD5), the second Capital Requirements 
Regulation (CRR2) and the second Bank Recovery and Resolution Directive 
(BRRD2) entered into force on 27 June 2019.

The key changes introduced by the banking reform package include:

	• Leverage Ratio (LR): A binding LR requirement, independent of the 
risk associated with the underlying exposures, introduced as 
a backstop to risk-weighted capital requirements. It is set
at 3 percent of Tier 1 capital and applies in addition to the
risk-based capital requirements.

	• Net Stable Funding Ratio (NSFR): The Basel NSFR standard is
implemented. Yet, the EBA adjusted rules only reflect the preferential
treatment granted to covered bonds and pass-through activities in the 
EU Liquidity Coverage Ratio (LCR). 

	• Market risk: The Fundamental Review of the Trading Book (FRTB)
framework, as adopted by the BCBS in 2017, is only adopted as a 
reporting requirement, based on the Delegated Act published on
17 December 2019. The implementation of FRTB as a minimum
requirement is expected under CRR3. 

	• Counterparty Credit Risk (CCR): Implementation of the Standardized
Approach for CCR as proposed by the Basel Committee, but with the 
introduction of a Simplified SA-CCR and the retention of the Original 
Exposure Method (OEM) for smaller institutions.

Other key measures relate to MREL (Minimum Requirement for own funds 
and Eligible Liabilities), which has been tightened, intermediate parent 
undertakings (IPU) to be set up by third-country groups operating in the 
EU, reinforcement of AML matters within the supervisory process or the 
incorporation of environmental, social, and governance (ESG) risks into the 
supervisory process and prudential treatment.

On 28 December 2020, other specific components will enter into force:

	• Prudential consolidation

	• Exposures secured by mortgages on immovable property

	• Loss given default

	• Macro prudential or systemic risk identified in a Member State

Furthermore, the reporting requirement for the alternative standardized 
method for market risk (part of the FRTB framework) will enter force by the 
end of 2020. The vast majority of the other requirements have application 
dates two years after entry into force (i.e. 27.06.2021) which also require 
attention in 2020.

KEY CHALLENGES
Banks will need to prepare for compliance with CRD5/CRR2 in advance 
of its June 2021 application date. SA-CCR will be a particular challenge 
in 2020. Divergent implementation of the Basel III revisions will continue 
to add cost and complexity for cross-border banks. The EU’s approach 
to implementation will become clearer in 2020, allowing firms to begin 
planning in earnest.

Supervisors will remain focused on strengthening firms’ governance  
and culture, including how banks are managing and monitoring increasingly 
important risks such as cyber, sustainability or financial crime.
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Reporting
Get the latest updates on MiFIR, CSD-R and the new 
SFTR reporting requirements.

Introduction
We welcome you to our new interactive agenda.

New Regulatory Agenda
Get an overview of the European Commission’s regulatory 
plans announced in the first half of 2020.

Looking forward
As the year comes to a close, we take a peek at what to 
expect in 2021.

MiFID II draft delegated act including ESG factors are expected to apply beginning 2021

Disclosure Regulation first requirements from 10 Mar 2021

Taxonomy on climate change mitigation and climate change adaptation shall apply end of 2021 Taxonomy on other ESG objectives shall apply end of 2022

Mandatory reporting to the tax authorities required as of 1 Jul 2020

Most of CRD5 requirements apply 
from 29 Dec 2020 Most CRR2 provisions shall apply from 28 Jun 2021 CRD5 provisions on the failure to meet the capital buffer requirements apply from 1 Jan 2022 

European Commission shall publish its ESG report on  
the impact of BMR on the operation of third country  

benchmarks in the EU by 1 Apr 2020
European Commission shall review the minimum standards for EU Climate Transition Benchmarks and for EU Paris-aligned Benchmarks by 31 Dec 2022

1st reportable transactions/those whose first implementation step occurs  
between 25 Jun 2018 and 1 Jul 2020 will have to be reported by 31 Aug 2020

Second Risk report to be sent to the CSSF by 30 Apr 2020 Migration to SCA for e-commerce card  
payment transactions by 31 Dec 2020 

1st fraud report to be sent to 
the CSSF by 30 Sep 2020

2nd fraud report to be sent 
to the CSSF by 31 Mar 2021

 National transposition of the Directive by 28 Dec 2020

European Commission to review and report on the implementation by 25 May 2020

Transposition of AMLDV 
by 10 Jan 2020

European Commission reports on functioning of the MIF Regulation by Q2 2020

Member States shall bring into force the laws, regulations and administrative provisions necessary by 17 Dec 2021

Transitional period for critical benchmarks and third country benchmarks until 31 December 2021

Home Member States applying IORP provisions referred to in the exclusion of Solvency II’s scope may continue to apply the laws,  
regulations and administrative provisions that had been adopted by them for a transitional period expiring on 31 December 2022

UCITS exemption to produce the PRIIPs key information document (KID) is applicable until 31 December 2021

Amended regulation on depositary safekeeping shall apply from 1 Apr 2020 Cross-border fund distribution (CBD) Directive and the CBD Regulation on 
marketing communication requirements shall apply from 2 Aug 2021

From 26 Mar 2020, regulated markets will be required to adopt tick-size regimes for shares, depositary receipts, exchange-traded funds, certificates, and other similar financial 
instruments while systematic internalizers will be required to use quotes, price improvements on those quotes and execution prices in compliance with those tick-sizes.

Transparency rules for card-based payments apply from 19 Apr 2020 

Settlement discipline measures shall apply from 14 Sep 2020 Apply to certified securities to be transferred into book-entry form 
for transferable securities issued after that date from 1 Jan 2023

Apply to other transferable  
securities from 1 Jan 2025

Applies to for credit institutions 
& IFirms from 11 Apr 2020 

Applies to intragroup transactions + 
for equity options from 4 Jan 2020 Applies to reporting FCs 

on behalf of NFC  
from 18 Jun 2020

Application of the bilateral margin requirements for intragroup transactions with 
third country entities in the absence of equivalence from 21 Dec 2020

Applies to covered entities 
(AANA of non-centrally  
cleared deriv. > €50bil)  
from 1 Sep 2020

Applies to Counterparties above the €8 billion threshold but  
below the new €50 billion threshold from 1 Sep 2021

Margin requirements - single-stock equity options  
or index options apply from 4 Jan 2021

Trade repository data reconciliation requirements, access provisions 
and FRANDT requirements shall apply from 18 Jun 2021

Applies to CCPs & CSDs  
from 11 Jul 2020

Applies to other FIs 
from 11 Oct 2020 

Applies to non-FIs  
from 11 Jan 2021 

Electronic messaging requirements and transparency rules for credit transfers shall apply from 19 Apr 2021 

Likely to be applied from early 2022

Most provisions shall apply from 19 Dec 2020

Certain provisions (designation of national cybersecurity certification authorities & conformity assessment bodies, 
complaint lodging and penalties) apply from 28 Jun 2021

Implementing acts on shareholders’ identification, transmission of information and facilitation of the exercise of shareholder rights will apply from 3 Sep 2020

ESMA expects to report to the European Commission on MAR review during Q2 2020

Governance arrangements for UPI/UTI/CDE  
reporting implementation by Member States by Q3 2022 

Set-up centralized systems containing  
information on account holders by Sep 2020

 Most of the provisions of both the Regulation and Directive shall apply from 27 Jun 2021

Expected
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We will also release 3 exclusive video updates throughout the year, 
taking a closer look at the key trends of 2020 and beyond. Download 
our AugmenteD app by following the steps below, and we will let you 
know when you can scan the icons below to view the videos.

01
Open your phone’s 
camera & scan  
this QR code

02
Download 
our Deloitte 
�AugmenteD app

03
Scan the AR screen 
& get news from  
our experts
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