FIG Bulletin
Recent developments
13 March 2020

General

4

Spring 2020 Budget: key financial services announcements

4

Financial Services Bill and prudential standards: HM Treasury policy statement

5

Future Regulatory Framework Review: HM Treasury response to call for evidence on
regulatory coordination

5

FPC remit and recommendations for 2020/21

6

SONIA Compounded Index: Working Group on Sterling RFRs statement and roadmap

6

Post-Brexit UK regulatory framework: BoE speech

6

Appointment of Andrew Bailey as BoE Governor: Treasury Committee report

6

COVID-19: FPC and PRA statements

7

Climate risk and green finance initiatives: FCA and BoE letters

7

LIBOR discontinuation: FCA and BoE letter

7

Regulation of funeral plan providers and intermediaries: HM Treasury response to CP

8

FCA cyber coordination group insights

8

FCA quarterly consultation: CP20/4

8

FCA policy development update

9

Driving purposeful cultures: FCA discussion paper

9

Treating vulnerable customers fairly: FCA speech

9

FOS maximum award limits for complaints

9

Annex IX (Financial Services) to EEA Agreement: amending Decisions published in OJ

9

EU green bond standard: EU TEG usability guide

10

Taxonomy on sustainable economic activities: EU TEG final report

11

Digital identity: FATF guidance

11

Banking and Finance

12

CRR: PRA PS5/20 on pre-issuance notification requirements

12

Banking fraud control: FCA comparison data

12
2

COVID-19: ECB expectations, temporary capital and operational relief

12

COVID-19: EBA letter on actions to mitigate the impact on the EU banking sector

14

BRRD: EBA finalises valuation handbook for purposes of resolution

14

Basel III implementation: EBA opinion on treatment of credit insurance

15

CRD IV: EBA consults on RTS, ITS and guidelines on methodology for identifying G-SIIs

15

Basel III: EBA additional analysis on output floor and equity exposure class

15

SFTs and the CSDR buy-in rules: ICMA FAQs

16

Consumer Finance

17

Mortgage switching: FCA research and occasional papers

17

Unfair Contract Terms Directive: ECJ judgment considers plain and intelligible language
and exceptions to scope

17

Payment Services

18

PSR issues new directions and response to consultation feedback

18

Specific Direction 8 on protected ATMs: PSR annual review

18

2019 SEPA scheme rulebooks: EPC update

19

SEPA Proxy Lookup Scheme rulebook version 2

19

Interchange Fee Regulation: European Commission study

20

Securities and Markets

21

Accessing and using wholesale data: FCA call for input

21

COVID-19 impact: ESMA recommends action by financial market participants

21

MiFIR transparency regime for non-equity instruments: ESMA consultation

21

BMR: ESMA consults on RTS

22

ESMA supervision work programme 2020

22

Funds and Asset Management

24

Marketing and overseas funds regime: HM Treasury consultation

24

Taxation of UK investment funds: government review

24

OEICs: FCA consults on a more proportionate listing regime

25

3

General
Spring 2020 Budget: key financial services announcements
The Chancellor of the Exchequer, Rishi Sunak, has delivered the Spring 2020 Budget. The
Budget includes a number of measures of interest to financial services:
•

•

•

•

•

•

•

The government will introduce a Financial Services Bill later in the parliamentary
session to ensure that the UK maintains its world-leading regulatory standards and
remains open to international markets. The Bill is intended to:
o provide long-term market access between the UK and Gibraltar for financial
services firms following Brexit. The Treasury has launched a consultation which
closes on 11 May 2020: HM Treasury: Consultation: Market access arrangements
for financial services between the UK and Gibraltar;
o support the asset management industry by simplifying the process for overseas
investment funds seeking to market into the UK: HM Treasury: Consultation:
Overseas funds regime; and
o enable the implementation of the remaining Basel banking standards and a
more proportionate prudential regime for investment firms. HM Treasury
has published a policy statement on prudential standards in the Financial Services
Bill 2019-21: HM Treasury: Policy statement: Prudential standards in the
Financial Services Bill (reported further below).
The government announced a Reforming Regulation Initiative to collect ideas from
businesses and the public to help it ensure that regulation is sensible and proportionate.
It has published a webpage launching a consultation on this initiative. The government
states that it is particularly interested in the needs of small businesses. The consultation
closes on 11 June 2020: HM Treasury: Open consultation: Reforming Regulation
Initiative.
Firms subject to the Money Laundering, Terrorist Financing and Transfer of Funds
(Information on the Payer) Regulations 2017 will be required to pay a new levy to help
fund new government action to tackle money laundering and to ensure it
delivers the reforms it is committing to in the Economic Crime Plan. The government will
consult on the levy later in spring 2020.
During 2020, the government will undertake a review of the UK funds regime. This
will cover direct and indirect tax, as well as relevant areas of regulation, and will consider
whether any policy changes might be needed. As a first step, it has published a
consultation on whether there are tax changes that could help make the UK a more
attractive location for companies used by funds to hold assets. The consultation closes on
19 May 2020: HM Treasury: Consultation: Tax treatment of asset holding companies in
alternative fund structures.
Ron Kalifa OBE will lead a review of the UK FinTech sector to identify what more
the industry and government can do to support growth and competitiveness in this
sector. The government will also extend funding for the FinTech delivery panel and will
tour the UK to showcase its diverse range of FinTech firms.
The government intends to consult on bringing certain cryptoassets into scope of
financial promotion regulation. It also plans to consult later in 2020 on the broader
regulatory approach to cryptoassets, including new challenges from stablecoins.
HM Treasury will shortly be publishing a call for evidence to ask what can be done by the
government, industry and regulators to support a more innovative and resilient
payments system.
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•

•
•
•

The government will legislate to bring funeral plan providers within the remit of the
Financial Conduct Authority (FCA): HM Treasury: Consultation response: Regulation of
pre-paid funeral plans.
The government will bring forward legislation to allow credit unions to offer a wider
range of products and services to their members.
The government will convene a summit to consider what further data needs to be made
accessible to make it faster and easier for SMEs to shop around for credit.
The government will create a digital identity market to enable people to prove
information about themselves without needing to show paper documents. This will help
make certain actions, such as opening a bank account, simpler, safer and quicker.

Financial Services Bill and prudential standards: HM Treasury policy statement
HM Treasury has published a policy statement on prudential standards in the Financial Services
Bill 2019-21 which it intends to introduce to Parliament in the current parliamentary session.
The Bill will ensure that HM Treasury has powers to implement in the UK:
•

•
•

those provisions in the CRR II Regulation that apply in the EU from June 2021 (that is,
those provisions that, as things stand, will not automatically apply in the UK following
the expiry of the Brexit transition period on 31 December 2020);
the final Basel III standards agreed by the Basel Committee on Banking Supervision
(BCBS) in December 2017 (referred to by HM Treasury as "Basel 3.1"); and
the Investment Firms Regulation (IFR) and the Investment Firms Directive (IFD). The
revised prudential regime for investment firms introduced by the IFR and the IFD will
not automatically apply in the UK because the IFR will apply in the EU from 26 June
2021 (after the Brexit transition period) and member states are expected to apply
legislation and regulation implementing the IFD on that date.

HM Treasury intends to consult publicly on the implementation of the CRR II Regulation, the
final Basel III standards and the revised prudential regime for investment firms "in due course".
The financial services regulators will also consult on amendments to their rules in due course.
HM Treasury confirms that, together with the Prudential Regulation Authority (PRA), it intends
to transpose the CRD V Directive into UK legislation and regulation by 28 December 2020,
reflecting its obligation to implement EU legislation with an application date before the end of
the transition period.

Future Regulatory Framework Review: HM Treasury response to call for
evidence on regulatory coordination
HM Treasury has published its response to its call for evidence on regulatory coordination,
which marks the first phase in its Future Regulatory Framework Review. In its call for evidence,
HM Treasury requested views on the coordination of financial services regulators on regulatory
interventions and on improvements to the regulators' coordination on authorisation, supervision
and enforcement.
In the response, HM Treasury summarises responses received to the call for evidence and sets
out how the financial services regulators, working with the government, propose to improve
regulatory coordination through the introduction of the Financial Services Regulatory Initiatives
Forum and the Regulatory Initiatives Grid. It also provides further information on the next
phase of the Financial Services Future Regulatory Framework Review.
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The call for evidence was the first phase of HM Treasury's Future Regulatory Framework Review.
HM Treasury will use the second phase of the review to develop a more coherent approach to UK
financial services regulation. It intends to explore how financial services policy and regulation
are made in the UK, including how stakeholders are involved in the process. This phase will form
part of the government's white paper on financial services, which will be published in spring
2020.

FPC remit and recommendations for 2020/21
HM Treasury has published a letter from Rishi Sunak, Chancellor of the Exchequer, to Mark
Carney, Bank of England (BoE) Governor, setting out the remit and recommendations for the
Financial Policy Committee (FPC) for 2020/21.
The Chancellor confirms that HM Treasury will publish a financial services white paper in spring
2020 setting out an "ambitious vision" for the future of the UK's financial services sector.

SONIA Compounded Index: Working Group on Sterling RFRs statement and
roadmap
The Working Group on Sterling Risk-Free Reference Rates has published a statement outlining
how bond markets can use the BoE's proposed compounded Sterling Overnight Index Average
(SONIA Compounded Index), which is expected to be published from July 2020.
The Working Group also published an indicative roadmap outlining a path for the
discontinuation of new sterling LIBOR-based cash lending by the end of Q3 2020. The roadmap
focuses on the development of products referencing the new SONIA Compounded Index as the
primary risk-free rate in sterling markets and is intended to act as a guide for lenders, borrowers
and infrastructure providers to enable them to plan how they will meet the Q3 target.

Post-Brexit UK regulatory framework: BoE speech
The BoE has published a speech by Victoria Saporta, BoE Executive Director of Prudential
Policy, on the ideal post-EU regulatory framework.
In the speech, Ms Saporta argues that there are three ideal features of regulation:
•
•
•

dynamism – allowing adjustments to be made to regulation over time to incorporate
updated international standards and unintended consequences of regulation;
time consistency – aiming to avoid the potential instability caused by acting on shortterm incentives to the detriment of long-term considerations; and
legitimacy – democratic control over the shape of the regulatory regime and the ability to
hold the regulator to account.

Ms Saporta argues that an independent regulatory body with a clear mandate set out in primary
legislation and a clear set of accountability mechanisms to Parliament is preferable to the
alternative models for the institutional structure for prudential regulation (that is, primary
legislation; regulations set by government ministers; or an entirely independent regulatory
body).

Appointment of Andrew Bailey as BoE Governor: Treasury Committee report
The House of Commons Treasury Committee has published a report on the appointment of
Andrew Bailey as the Governor of the BoE. The committee concludes that Mr Bailey has the
professional competence and personal independence to be appointed as Governor of the BoE.
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COVID-19: FPC and PRA statements
The PRA has published a statement on its expectations of firms in response to Covid-19 (the
coronavirus). The PRA statement follows the BoE's FPC decision to reduce the UK
countercyclical capital buffer (CCyB) rate to 0% of banks' exposures to UK borrowers with
immediate effect. The FPC expects to maintain the 0% rate for at least 12 months.
The PRA considers the following issues:
•

•

•

Distributions: the PRA expects firms not to increase dividends and other distributions
in response to the FPC's action and will monitor firms' distributions against this
expectation. The PRA expects firms' boards to consider this when deciding distributions.
Any proposals or discussions relating to potential dividends or share buybacks should be
undertaken in a manner consistent with firms' safety and soundness and subject to a
transparent governance process. The PRA sets out its specific expectations of senior
managers and, in particular, the individual performing the chair of the remuneration
committee senior management function (SMF12). The PRA may engage with relevant
senior managers and check written records to assess whether any relevant decisions were
subject to an appropriate level of discussion, documentation and oversight.
Capital buffers: the PRA reminds firms that capital buffers can be used as intended to
continue to support the real economy during periods of stress. Among other things, firms
should note that use of the PRA buffer or CRD IV combined buffer is not a breach of
capital requirements or threshold conditions and that the PRA buffer is confidential and
the automatic distribution restrictions associated with the CRD IV combined buffer do
not apply to it.
Transitional measures on technical provisions (TMTP) relief for insurers: the
PRA considers that movements in risk free rates (RFR) since 31 December 2019 meet the
threshold for a material change in risk profile set out in its supervisory statement on the
maintenance of the TMTPs under the Solvency II Directive. It believes that the risks
posed by COVID-19 are sufficient to meet a broad definition of a change in risk profile
that for some firms may be material.

Climate risk and green finance initiatives: FCA and BoE letters
The House of Commons Treasury Committee has published letters to and from Andrew Bailey,
FCA Chief Executive, and Mark Carney, Governor of the BoE, on initiatives being undertaken or
contemplated by the FCA and the BoE on climate risk and green finance.

LIBOR discontinuation: FCA and BoE letter
The FCA and the BoE have published a letter they have sent to trade associations on how the
discontinuation of LIBOR may affect their members and stakeholders. In light of the transition
underway to switch from LIBOR to alternative risk-free rates, the regulators are asking trade
associations to help raise awareness among their networks. The letter provides practical advice
on how to do so. The regulators emphasise that during the transition from LIBOR, it is important
that firms treat customers fairly and provide more information on this in the appendix to the
letter.

7

Regulation of funeral plan providers and intermediaries: HM Treasury response
to CP
HM Treasury has published the response to its June 2019 consultation paper on its legislative
approach to bringing pre-paid funeral plan providers and intermediaries within the FCA's
regulatory remit.
Most respondents agreed that the draft statutory instrument that was annexed to the
consultation paper, the Financial Services and Markets Act 2000 (Regulated Activities)
(Amendment) (Funeral Plans) Order 2019, accurately captures the activities that should be
subject to FCA regulation.
HM Treasury retains the existing definition of a funeral plan contract in the Financial Services
and Markets Act 2000 (Regulated Activities) Order 2001. This definition does not include
contracts where, at the time of entering into them, the policyholder and the funeral plan provider
intend or expect the funeral to occur within one month.
Funeral plan providers will need to be FCA-authorised for "entering into" new, and "carrying
out" new and existing, funeral plan contracts. These activities apply to the sale and
administration of funeral plan contracts respectively. Funeral plan providers will have the option
to seek FCA authorisation solely for administering funeral plan contracts where they are not
seeking to sell new plans. Further details of exemptions, etc are detailed in the response.
HM Treasury plans to shortly lay before Parliament the necessary secondary legislation. The new
FCA regulatory framework will come fully into force 18 months after the legislation is made.

FCA cyber coordination group insights
The FCA has published a summary of insights from its cyber co-ordination groups on current
cyber risks and firms' practices for responding to them.

FCA quarterly consultation: CP20/4
The FCA has published its latest quarterly consultation paper, CP20/4, in which the FCA
consults on proposed changes to a number of FCA provisions with varying consultation periods
of 3 April or 1 May 2020:
•

•
•

•
•
•
•
•

minor amendments to the Decision Procedure and Penalties manual (DEPP) and the
Enforcement Guide to implement the Money Laundering and Terrorist Financing
(Amendment) Regulations 2019;
consequential changes to the Financial Crime Guide to reflect provisions in the Money
Laundering and Terrorist Financing (Amendment) Regulations 2019;
a proposal to add the Institute of Financial Accountants (IFA) to the list of bodies whose
members can provide a statement of high net worth to individuals in order for certain
credit and consumer hire agreements with them to be exempt from regulation;
minor amendments to DEPP to reflect the OPBAS Regulations;
amendments to the notification form to amend firm details;
clarify notification procedures, include guidance, and make changes to the Directory
persons report;
amendments to MiFID II relating to the tick size regime; and
changes to the Glossary terms for multilateral development bank and designated
multilateral development bank.
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FCA policy development update
The FCA has updated its policy development update webpage for March 2020, setting out
information on recent and future FCA publications.

Driving purposeful cultures: FCA discussion paper
The FCA has published a discussion paper, DP20/1, on driving purposeful cultures. DP20/1
contains firm-specific, sector-specific and thematic essays that present a range of views from
industry leaders, professional bodies and culture experts exploring the role of purpose in driving
a healthy sustainable culture in firms.
While the essays do not represent its views, the FCA aims to share a range of insights, highlight
the importance of the topic and encourage broader discussion so firms understand the
importance of focusing on their own purpose. It will continue to explore the theme of purpose,
using these perspectives as a starting point for future work.

Treating vulnerable customers fairly: FCA speech
The FCA has published a speech by Nisha Arora, FCA Director of Consumer and Retail Policy, on
the FCA's approach to ensuring that firms treat vulnerable customers fairly. In her speech, Ms
Arora considers why protecting vulnerable customers is important, focusing on the FCA's July
2019 consultation, GC19/3, on guidance on the fair treatment of vulnerable customers
Ms Arora states that the FCA will consult on its revised guidance in spring 2020 with a view to
finalising it later in the year.

FOS maximum award limits for complaints
The FCA has published its latest list of non-legal corrections and clarifications in the FCA
Handbook in which it specifies an increase in the maximum award limit for the Financial
Ombudsman Service (FOS) for complaints referred on or after 1 April 2020.
The document sets out an amendment to the Dispute Resolution: Complaints sourcebook (DISP)
made on 6 March 2020. DISP 3.7.4R has been amended to state that for complaints referred on
or after 1 April 2020, the FOS award limit will be:
•
•

£355,000 (increased from £350,000) for complaints about acts or omissions by firms on
or after 1 April 2019; and
£160,000 (as before) for complaints about acts or omissions by firms before 1 April 2019.

Annex IX (Financial Services) to EEA Agreement: amending Decisions published
in OJ
Seven Decisions of the EEA Joint Committee that amend Annex IX (Financial Services) to the
EEA Agreement to incorporate various pieces of EU financial services legislation into the EEA
Agreement have been published in the Official Journal of the EU (OJ):
•

Decision 304/2019 of 13 December 2019 amending Annex IX (Financial Services) to the
EEA Agreement [2020/322] incorporates three Delegated Regulations and one
Implementing Regulation relating to the Insurance Distribution Directive (IDD). The
Decision's date of entry into force is specified as 14 December 2019 subject to requisite
notifications under Article 103(1) of the EEA Agreement, or the date of entry into force of
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•

•

•

•

•

•

Decision 214/2018 of 26 October 2018, whichever is the later (this has not yet been
published in the OJ);
Decision 305/2019 of 13 December 2019 amending Annex IX (Financial Services) to the
EEA Agreement [2020/323]incorporates the Insolvency Hierarchy Directive, which
amends the Bank Recovery and Resolution Directive. The Decision's date of entry into
force is specified as 14 December 2019 subject to requisite notifications under Article
103(1) of the EEA Agreement, or the date of entry into force of Decision 21/2018 of 9
February 2018, whichever is the later;
Decision 306/2019 of 13 December 2019 amending Annex IX (Financial Services) to the
EEA Agreement [2020/324] incorporates eight Delegated Regulations, seven
Implementing Regulations and one Implementing Directive relating to the Market Abuse
Regulation. The Decision's date of entry into force is specified as 14 December 2019
subject to requisite notifications under Article 103(1) of the EEA Agreement, or the date
of entry into force of Decision 259/2019 of 25 October 2019, whichever is the later (this
has not yet been published in the OJ);
Decision 307/2019 of 13 December 2019 amending Annex IX (Financial Services) to the
EEA Agreement [2020/325] incorporates Commission Delegated Regulation (EU)
2018/1619 of 12 July 2018 amending Delegated Regulation (EU) 2016/438 as regards
safe-keeping duties of depositaries under the UCITS Directive. The Decision's date of
entry into force is specified as 14 December 2019 subject to requisite notifications under
Article 103(1) of the EEA Agreement, or the date of entry into force of Decision 63/2018
of 23 March 2018, whichever is the later;
Decision 308/2019 of 13 December 2019 amending Annex IX (Financial Services) to the
EEA Agreement [2020/326] incorporates Commission Delegated Regulation (EU)
2018/1618 of 12 July 2018 amending Delegated Regulation (EU) 231/2013 as regards
safe-keeping duties of depositaries under the Alternative Investment Fund Managers
Directive (AIFMD). The Decision's date of entry into force is specified as 14 December
2019 subject to requisite notifications under Article 103(1) of the EEA Agreement;
Decision 309/2019 of 13 December 2019 amending Annex IX (Financial Services) to the
EEA Agreement [2020/327] incorporates Commission Delegated Regulation (EU)
2018/1229 of 25 May 2018 supplementing the Central Securities Depositories Regulation
(CSDR) with regard to regulatory technical standards (RTS) on settlement discipline. The
Decision's date of entry into force is specified as 14 December 2019 subject to requisite
notifications under Article 103(1) of the EEA Agreement, or the date of entry into force of
Decision 18/2019 of 8 February 2019, whichever is the later; and
Decision 310/2019 of 13 December 2019 amending Annex IX (Financial Services) to the
EEA Agreement [2020/328] incorporates a number of Commission Implementing
Decisions relating to EU equivalence determinations under the Credit Rating Agencies
Regulation (CRA Regulation) and repeals certain earlier Commission Implementing
Decisions. The Decision's date of entry into force is specified as 14 December 2019
subject to requisite notifications under Article 103(1) of the EEA Agreement.

EU green bond standard: EU TEG usability guide
Following a European Commission mandate, the EU technical expert group on sustainable
finance (TEG) has published a usability guide for the EU green bond standard (EU GBS). The
user guide contains recommendations from the TEG on the practical application of the EU GBS
intended to assist potential issuers, verifiers and investors of EU green bonds. It includes
recommendations on the establishment of a market-based, voluntary interim registration
process for verifiers of EU green bonds that might apply until any supervisory role for the
European Securities and Markets Authority (ESMA) concerning verifiers is fully operational.
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The Commission intends to launch a consultation on sustainable finance in mid-March, which
will form the basis for the renewed sustainable finance strategy to be published in the third
quarter of 2020. The Commission will, among other things, seek views on a possible legislative
initiative on an EU GBS, as developed by the TEG.

Taxonomy on sustainable economic activities: EU TEG final report
Following a European Commission mandate, the EU TEG has published its final report on the
taxonomy for sustainable economic activities. The Taxonomy Regulation will establish an EUwide classification system or taxonomy intended to provide businesses and investors with a
common language to identify to what degree economic activities can be considered
environmentally sustainable.
In the report, the TEG sets out:
•
•
•

recommendations on the overarching design of the taxonomy;
guidance on the obligations for financial market participants and large companies under
the taxonomy, including how they can make disclosures using the taxonomy; and
recommendations for the Platform on Sustainable Finance to be established under the
Taxonomy Regulation.

The TEG has also published a technical annex, which contains an updated list of technical
screening criteria for economic activities that can substantially contribute to climate change
mitigation or adaptation, including an assessment of significant harm to other environmental
objectives.
The TEG intends to continue to operate in an advisory capacity until the Platform is operational.

Digital identity: FATF guidance
The Financial Action Task Force (FATF) has published guidance to help governments, financial
institutions, virtual asset service providers and other regulated entities determine whether a
digital identity (ID) is appropriate for use for customer due diligence. The guidance is technology
neutral and was consulted on.
The FATF recommends that financial institutions, authorities and other stakeholders should:
•

•

understand the assurance levels of a digital ID system's main components, including its
technology, architecture and governance, to determine whether it is a reliable,
independent source of information; and
make a broader, risk-based determination of whether, given its assurance levels, a
particular digital ID system provides an appropriate level of reliability in light of the
potential money laundering, terrorist financing, fraud, and other illicit financing risks at
stake.

The FATF states that non-face-to-face customer-identification and transactions that rely on
reliable, independent digital ID systems with appropriate risk mitigation measures in place may
present a standard level of risk, and may even be lower-risk.
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Banking and Finance
CRR: PRA PS5/20 on pre-issuance notification requirements
Following its earlier consultation paper, CP20/19, the Prudential Regulation Authority (PRA)
has published a policy statement, PS5/20, on changes to the pre-issuance notification (PIN)
regime for regulatory capital instruments applicable to firms within scope of the Capital
Requirements Regulation (CRR).
In PS5/20, the PRA gives its feedback to consultation responses and the PRA's final policy
decisions including:
•
•
•
•
•

amendments to the Definition of Capital Part of the PRA Rulebook (Appendix 1);
an updated Supervisory Statement, SS7/13, "Definition of capital (CRR firms)" in
Appendix 2;
an updated PIN form in Appendix 3;
an updated Common Equity Tier 1 (CET1) compliance template in Appendix 4; and
a summary table showing the PRA's final clarification of "sufficiently in advance"
notification and "substantially the same" terms (as defined in updated SS7/13), in the
Annex.

The requirements apply at both the individual and UK consolidated level.
The changes take effect on 1 April 2020.

Banking fraud control: FCA comparison data
The Financial Conduct Authority (FCA) has published a webpage on the comparison of banking
providers' fraud controls.
The webpage contains information submitted to the FCA through UK Finance, by 21 current
account providers on their fraud prevention processes and procedures. The data provided
includes information on the firms' approach to fraud prevention, the controls that they have for
consumer protection and the steps that they take to educate their customers on fraud issues.
UK Finance has published a blog on the publication of the information. It states that the purpose
of this initiative is to provide consumers with more information so they can make an informed
decision when choosing who to bank with.
The publication of information on banks' fraud controls reflects a recommendation made by the
House of Commons Public Accounts Committee (PAC) in a December 2017 report on the
growing threat of online fraud that the banking industry should make relative online fraud
vulnerability performance data publicly available.

COVID-19: ECB expectations, temporary capital and operational relief
On 3 March 2020, the European Central Bank (ECB) published a letter sent to banks classified
as significant institutions for the purposes of the single supervisory mechanism on the ECB's
expectations concerning COVID-19.
The ECB states that it expects banks to review their business continuity plans and consider what
actions can be taken to enhance preparedness to minimise the potential adverse effects of the
spread of COVID-19. The ECB warns of difficulties for banks arising from employees being
12

unable to perform their usual tasks and key third-party outsourcers and suppliers being unable
to maintain critical processes.
The ECB expects banks to take appropriate actions for preparing and responding to a potential
pandemic, which may include:
•

•
•

•

assessing the extent to which their contingency plans include a pandemic scenario that
provides for scaling measures commensurate with the bank's geographic footprint and
business risk for the particular stages of a pandemic outbreak;
assessing how quickly measures foreseen under the pandemic scenario could be
implemented and how long operations could be sustained;
proactively assessing and testing the capacity of existing IT infrastructure, particularly in
light of a potential increase of cyber-attacks and potential higher reliance on remote
banking services; and
entering into dialogues with critical service providers to determine whether and how
service continuity would be ensured if there is a pandemic.

Banks should contact their joint supervisory team (JST) immediately if they identify significant
shortfalls after performing the checks outlined in the letter or if there are any significant
developments. The ECB also expects banks to provide to their JST contact details of the team
and key person responsible for business continuity in the context of a pandemic.
On 12 March 2020, the ECB additionally announced a number of measures to ensure that its
directly supervised banks can continue to fulfil their role in funding the real economy as the
economic effects of COVID-19 become apparent.
In particular:
•

•

those banks can operate temporarily below the level of capital defined by the Pillar 2
Guidance (P2G), the capital conservation buffer (CCB) and the liquidity coverage ratio
(LCR). The ECB considers that these temporary measures will be enhanced by the
appropriate relaxation of the countercyclical capital buffer (CCyB) by the national
macroprudential authorities;
ECB supervised banks are also allowed to partially use capital instruments that do not
qualify as Common Equity Tier 1 (CET1) capital, for example Additional Tier 1 or Tier 2
instruments, to meet the Pillar 2 Requirements (P2R). This brings forward a measure
that was initially scheduled to come into effect in January 2021, as part of the latest
revision of the Capital Requirements Directive (CRD V).

The banks are expected to use the positive effects coming from these measures to support the
economy and not to increase dividend distributions or variable remuneration.
The ECB is discussing with banks individual measures, such as adjusting timetables, processes
and deadlines. For example, the ECB will consider rescheduling on-site inspections and
extending deadlines for the implementation of remediation actions stemming from recent onsite inspections and internal model investigations, while ensuring the overall prudential
soundness of the supervised banks. In this context, the ECB Guidance to banks on nonperforming loans also provides supervisors with sufficient flexibility to adjust to bank-specific
circumstances. Extending deadlines for certain non-critical supervisory measures and data
requests will also be considered.
In the light of the operational pressure on banks, the ECB supports the decision by the European
Banking Authority to postpone the 2020 EBA EU-wide stress test (see report below) and will
extend the postponement to all banks subject to the 2020 stress test.
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The ECB expects banks to continue to apply sound underwriting standards, pursue adequate
policies regarding the recognition and coverage of non-performing exposures, and conduct solid
capital and liquidity planning and robust risk management.

COVID-19: EBA letter on actions to mitigate the impact on the EU banking sector
The EBA has published a statement on actions to mitigate the impact of COVID-19 on the EU
banking sector. The EBA states that addressing any operational challenges banks may face
should be the priority. Accordingly:
•

•

•

•

•

•

•

the EBA has decided to postpone the EU-wide stress test exercise to 2021. This will allow
banks to focus on and ensure continuity of their core operations, including support for
their customers;
for 2020, the EBA will carry out an additional EU-wide transparency exercise in order to
provide updated information on banks' exposures and asset quality to market
participants;
the EBA recommends competent authorities (CAs) plan supervisory activities, including
on-site inspections, in a pragmatic and flexible way, and possibly postpone those deemed
non-essential. CAs could also give banks some leeway in the remittance dates for some
areas of supervisory reporting, without putting at stake the crucial information needed to
monitor closely banks’ financial and prudential situation;
the EBA notes that a number of provisions in the regulatory framework ensure that banks
build up adequate capital and liquidity buffers. These buffers, including macroprudential
ones, are designed to be used in order to absorb losses and ensure continued lending to
the economy during a downturn. Banks should also follow prudent dividend and other
distribution policies, including variable remuneration;
CAs are encouraged, where appropriate, to make full use of the flexibility already
embedded in the existing regulatory framework. The ECB-Banking Supervision's decision
to allow banks to cover Pillar 2 requirements with capital instruments other than CET1 is
an example. The use of Pillar 2 Guidance is another way to ensure that prudential
regulation is countercyclical and banks can provide the necessary support to the
household and corporate sectors;
notes that the liquidity coverage ratio (LCR) is also designed to be used by banks under
stress. Supervisors should avoid any measures that may lead to the fragmentation of
funding markets;
the EBA states that it is crucial that the classification of exposures accurately and timely
reflects any deterioration of asset quality. There is, however, flexibility in the
implementation of the EBA Guidelines on management of non-performing and forborne
exposures and the EBA calls for a close dialogue between supervisors and banks, also on
their non-performing exposure strategies, on a case by case basis.

The EBA is in close contact with the European Systemic Risk Board in order to ensure that
microprudential and macroprudential measures are fully aligned.

BRRD: EBA finalises valuation handbook for purposes of resolution
The EBA has published chapter 10 (Management information systems (MIS)) of its handbook on
valuation for purposes of resolution under the Bank Recovery and Resolution Directive (BRRD).
The EBA originally published the handbook, which is addressed to EU resolution authorities and
supports valuations requested before and after resolution under the BRRD, in February 2019.
Chapter 10 forms part of and completes the handbook. It covers the approach that a resolution
authority should take to assess a firm's MIS, in the context of a resolvability assessment, to
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ensure that data and information are swiftly provided to support a robust valuation for
resolution.
The EBA has also published:
•

•

a data dictionary, with an explanatory note (Annex II to the handbook). The purpose of
the data dictionary is to act as a benchmark to assist firms performing self‐assessments
on their valuation MIS. It sets out a single reference of a resolution authority's
expectations of data and information that are expected to be useful when performing an
economic valuation before resolution; and
a table illustrating the interplay between internal valuation models and the data
dictionary (Annex III to the handbook).

Basel III implementation: EBA opinion on treatment of credit insurance
The EBA has published an opinion on the treatment of credit insurance in the prudential
framework in the context of the EU implementation of the final Basel III standards. The EBA
issued the opinion in response to feedback received to its February 2019 consultation on
guidelines on credit risk mitigation (CRM) for institutions applying the internal ratings based
(IRB) approach by using their own estimates of loss given defaults (LGDs).
In the opinion, the EBA concludes that there is currently no sufficient rationale for allowing a
preferential treatment to claims on credit insurance and consequently that there should not be a
specific value of regulatory LGD for credit insurance claims. Its view is that the final Basel III
framework should be implemented as agreed, including the calibration of the regulatory values
of LGD used under the foundation IRB (F-IRB) approach, subject to considerations set out in in
section 4.2.9 of its detailed policy advice on the final Basel III framework for credit risk,
published in August 2019.

CRD IV: EBA consults on RTS, ITS and guidelines on methodology for identifying
G-SIIs
The EBA is consulting on changes to:
•
•
•

Regulatory Technical Standards on the identification methodology for global systemically
important institutions (G‐SIIs);
Implementing Technical Standards on Pillar 3 disclosure of indicators for G‐SIBs; and
Guidelines on the specification, reporting and disclosure of indicators of global systemic
importance.

The deadline for responses to the consultation is 5 June 2020.

Basel III: EBA additional analysis on output floor and equity exposure class
The EBA has published letter to John Berrigan, Director General for Financial Stability,
Financial Services and Capital Markets Union at the European Commission, giving additional
analysis for the Commission's call for advice on Basel III reforms.
In the letter, the EBA sets out its analysis of the application of the output floor and increased risk
sensitivity in the equity exposure class. Among other things, it concludes that:
•

the impact of applying the output floor at the individual level does not seem to be
particularly high, except for co-operative banks; and
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•

the impact of the implementation of the Basel III framework to equity exposures at the
individual and sub-consolidated level has a significantly higher impact than at
consolidated level and it is mainly driven by intra-group equity exposures.

The EBA received a request from the Commission in July 2019 for additional analysis of the
impact of the final Basel III reforms relating to specialised lending, minimum requirements for
own funds and eligible liabilities (MREL), intra-group equity exposures, and the application of
the output floor. The EBA published its analysis on the impact of the final Basel III reforms on
specialised lending and MREL on 2 March 2020.

SFTs and the CSDR buy-in rules: ICMA FAQs
The International Capital Market Association (ICMA) published FAQs on the EU Central
Securities Depositories Regulation (CSDR) mandatory buy-in provisions, in relation to Securities
Financing Transactions (SFTs).
The FAQs will be updated periodically for any new guidance from the European Securities and
Markets Authority (ESMA) or changes to market best practice.
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Consumer Finance
Mortgage switching: FCA research and occasional papers
The Financial Conduct Authority (FCA) has published research into mortgage switching and how
consumers can be encouraged to seek out better deals. It has also published occasional paper 54,
which looks at the characteristics of consumers who do not switch mortgages, and occasional
paper 55, which considers brand loyalty in the mortgage market.
The FCA research found the factors that contribute to the decision not to switch include a lack of
time, a fear of the application process and, for many, relative contentment with their current
lender or deal. The consumer research also suggests that consumers could become better
engaged with the switching process if given the right information at the right time.
The FCA also found that consumers that do not switch, as is the case for most mortgage
borrowers, are less likely to be vulnerable compared to the general population.
Based on its research, the FCA believes that there is a case for intervening in the market to help
mortgage customers who do not switch mortgages. It intends to issue a consultation paper on
potential remedies in Q2 2020 and publish final rules in a policy statement by the end of 2020.

Unfair Contract Terms Directive: ECJ judgment considers plain and intelligible
language and exceptions to scope
In Marc Gómez del Moral Guasch v Bankia SA (Case C-125/18), the ECJ gives guidance on what
information must be provided to a consumer about a variable interest rate (in the context of a
mortgage agreement) in order to meet the plain and intelligible language test under the Unfair
Contract Terms Directive (UCTD). The court also ruled on the Directive's exception for terms
which reflect mandatory statutory or regulatory provisions.
Under the UCTD all written terms of consumer contracts must be "drafted in plain, intelligible
language". ECJ case law has established that as well as being formally and grammatically
intelligible, terms must enable a reasonably well-informed, reasonably observant and
circumspect consumer to estimate, on the basis of clear, intelligible criteria, the likely total cost
of a variable rate loan. In this case the ECJ stated that while it was for the Spanish court to
determine whether these transparency requirements had been met, it was relevant that essential
information relating to the method of calculation of the variable rate was easily accessible in a
government publication and that Spanish law required all credit institutions to provide
consumers with two years of historic data about the rate's fluctuations, as well as its last available
value.
In addition, the ECJ held that the use of a reference rate permitted under Spanish law did not
take the interest provision out of scope for the UCTD. Under the UCTD terms which reflect
mandatory statutory or regulatory provisions are out of scope. However, this exemption is
construed narrowly, and the fact that Spanish law controlled which reference rates could be used
by credit institutions was not enough. Use of the specific reference rate was not mandatory and
the rate would not apply by default, in the absence of other arrangements by the parties; it was
open to the lender to specify another rate.
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Payment Services
PSR issues new directions and response to consultation feedback
The Payment Systems Regulator (PSR) has issued new versions of its directions following its
consultation in CP19/3. It has also published a document, RP20/1, containing its responses to
the feedback it received to CP19/3 in which it consulted on the new versions, and explaining the
final changes. The PSR has also published a factsheet.
The new versions of its directions are:
•
•
•
•
•
•

Specific Direction 1: Access (sponsor banks) (2020);
General Direction 1: Co-operative relationships with the PSR (2020);
General Direction 2: Access (FSBRA) (2020);
General Direction 3: Access (PSRs 2017) (2020);
General Direction 4: Service-user interests (interbank payment systems) (2020) (which
now consolidates General Directions 4 and 6); and
General Direction 5: Conflict of interest (FSBRA) (2020).

The General Directions take effect from 5 April 2020.
The new Specific Direction (SD1) will take effect from 5 May 2020. The two-month transition
period will allow time for sponsor banks to change their processes and procedures to ensure they
are compliant with the new timeline obligation.
The previous versions of the directions (referred to as the "day one" directions as the PSR issued
them when it became operational in 2015) will cease to apply on these dates.

Specific Direction 8 on protected ATMs: PSR annual review
The PSR has published a report following its first annual review of specific direction 8 (SD8).
SD8 requires LINK to do all it can to fulfil its commitment to maintain the broad geographic
spread of free-to-use ATMs.
Overall, the PSR has concluded that SD8 remains necessary at this stage to ensure that LINK
does all it can to deliver on its commitment to maintain widespread cash access and that
information about LINK's progress is transparent. LINK's commitment and SD8 support cash
access in the short-term. The PSR is also working with other authorities as part of the Joint
Authorities Cash Strategy Group and industry to develop longer-term solutions to society's
ongoing need for access to cash in a rapidly changing environment.
Alongside its report, the PSR has published the submissions it received in response to the review.
In addition, it has published a summary of the roundtable discussion it held in October 2019 on
its research into cash access, use and acceptance.
The PSR will continue to monitor LINK's commitment and how it is being met and will engage
with LINK directly if it has concerns. SD8 is due for a second review in October 2020 and, at this
stage, the PSR will reassess the direction and related policies. It will then call for views. If any
conclusions and broader market developments resulted in changes to SD8, it would consult on
these first.
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2019 SEPA scheme rulebooks: EPC update
The European Payments Council (EPC) has published updated versions (versions 1.1) of the
following 2019 Single European Payments Area (SEPA) scheme rulebooks:
•
•
•
•

SEPA Credit Transfer Scheme (SCT) Rulebook - Annex III lists all changes compared to
version 1.0 of the 2019 SCT Rulebook;
SEPA Instant Credit Transfer (SCT Inst) Rulebook - Annex IV lists all changes compared
to version 1.0 of the 2019 SCT Inst Rulebook;
SEPA Direct Debit (SDD) Core Scheme Rulebook - Annex III lists all changes compared
to version 1.0 of the 2019 SDD Core Rulebook; and
SDD Business-to-Business (B2B) Rulebook - Annex III lists all changes compared to
version 1.0 of the 2019 SDD B2B Core Rulebook.

The updated rulebooks include an updated version of the Scheme Management Internal Rules
(now named "Single Euro Payments Area Payment Scheme Management Rules"). These rules
now reflect the creation of a Dispute Resolution Committee (DRC) which replaces the
Compliance and Adherence Committee (CAC) and the Appeals Committee. The DRC will be
responsible for complaints management and appeals for all EPC-managed payment and
payment-related schemes. The adherence process of the various schemes will be managed by the
EPC secretariat, whereby complaints can be raised with the DRC.
The EPC says there are no changes to the business and operational rules in the updated version
1.1 of the rulebooks.
The updated versions are in force from 1 April 2020 to 21 November 2021.

SEPA Proxy Lookup Scheme rulebook version 2
The EPC has published version 2 of its Single European Payments Area (SEPA) Proxy Lookup
(SPL) Scheme rulebook which will come into effect on 1 June 2020.
The main changes include:
•
•
•

the email address and reachability check as optional features in the SPL scheme;
the specification of a maximum liability amount equal to the fee paid to the Responding
Registry Provider (RRP) for the provision of the data; and
the possibility for an SPL scheme participant in its role of RRP to charge a fee in
exchange of services received by the Initiating Registry Provider (IRP).

In February 2019, the EPC invited stakeholders to submit change requests concerning the
rulebook for the 2019 rulebook change management cycle. In May 2019, the EPC published
a consultation paper on changes to the rulebook. It has now also published a change proposal
submission document setting out the feedback received to the consultation and the policy
decisions taken by the EPC.
In addition, the EPC has published a zip file relating to the SPL Scheme Adherence Pack. It
contains template versions of the adherence agreement and the schedule information document
that must be completed and signed for adherence to SPL Scheme.
The updated version of the rulebook will come into effect on 1 June 2020.
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Interchange Fee Regulation: European Commission study
The European Commission has published a study on the application of Regulation 2015/751 on
interchange fees for card-based payment transactions (the Interchange Fee Regulation (IFR)).
The IFR entered into force on 8 June 2015 and was intended to help create a single market for
card payments across the EU and to create a level playing field that allows more competition and
spurs innovation in payments.
Article 17 of the IFR requires the Commission to review the application of the IFR and its market
effects, submitting a report by mid-2020 to the European Parliament and to the Council.
This report covers the study and its findings. The European Commission sets out a number of
recommendations in the report.
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Securities and Markets
Accessing and using wholesale data: FCA call for input
The Financial Conduct Authority (FCA) has published a call for input (CFI) on the use and value
of data and advanced analytics in wholesale financial markets, now and in the future.
The FCA is launching this CFI to understand better how data and advanced analytics are being
accessed and used, the value offered to market participants and whether data is being
competitively sold and priced. It will help the FCA to determine whether it needs to do further
work to address any harm, as well as ensure its regulations do not hinder innovation.
The FCA is looking in particular at:
•
•
•

trading data;
benchmarks; and
market data vendor services.

Comments are welcome until 1 May 2020.
The FCA intends to publish a feedback statement setting out its analysis, findings and any next
steps in autumn 2020. These next steps may include a market study or other regulatory action or
a decision to take no further action.

COVID-19 impact: ESMA recommends action by financial market participants
The European Securities and Markets Authority (ESMA) has released a statement
recommending action by financial market participants for COVID-19 impact. The
recommendations relate to:
•

•

•

•

business continuity planning: all financial market participants, including infrastructures
should be ready to apply their contingency plans, including deployment of business
continuity measures, to ensure operational continuity in line with regulatory obligations;
market disclosure: issuers should disclose as soon as possible any relevant significant
information concerning the impacts of COVID-19 on their fundamentals, prospects or
financial situation in accordance with their transparency obligations under the Market
Abuse Regulation;
financial reporting: issuers should provide transparency on the actual and potential
impacts of COVID-19, to the extent possible based on both a qualitative and quantitative
assessment on their business activities, financial situation and economic performance in
their 2019 year-end financial report if these have not yet been finalised or otherwise in
their interim financial reporting disclosures; and
fund management: asset managers should continue to apply the requirements on risk
management, and react accordingly.

ESMA, in coordination with national competent authorities (NCAs), continues to monitor
developments in financial markets as a result of the COVID-19 situation and is prepared to use
its powers to ensure the orderly functioning of markets, financial stability and investor
protection.

MiFIR transparency regime for non-equity instruments: ESMA consultation
ESMA is consulting on the transparency regime for non-equity instruments and the trading
obligation for derivatives under the Market in Financial Instruments Regulation (MiFIR). ESMA
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aims to simplify the current complex trade reporting regime to create a uniform set of rules in
the EU, while also trying to improve the overall trade transparency available to market
participants for non-equity instruments.
The consultation paper contains ESMA's proposals for possible amendments to the transparency
regime following in-depth data analyses of the effects of the current regime since January 2018.
ESMA has found that, since 2018, the overall level of pre-trade transparency appears to be
limited due to the high share of financial instruments benefitting from a waiver. Also, the
available deferral options for post-trade transparency appears detrimental to attaining the
objective of improving the functioning of the EU internal market.
The consultation paper includes ESMA's report on the impact of the newly established trading
obligation for derivatives and the progress made in moving trading in standardised OTC
derivatives to exchanges or electronic trading platforms. It also includes the level 2 review
relating to the transparency regime in Commission Delegated Regulation (EU) 2017/583 on
transparency requirements for non-equity instruments (RTS 2).
Comments can be made until 19 April 2020. ESMA intends to publish a final report and submit,
if necessary, draft technical standards to the European Commission for endorsement in July
2020.
The consultation paper is part of the broader review of MiFIR and complements the ESMA's
consultation paper published on 4 February 2020 on the transparency regime for equity and
equity-like instruments.

BMR: ESMA consults on RTS
ESMA is consulting on draft regulatory technical standards (RTS) supplementing the
Benchmarks Regulation (BMR). ESMA seeks views on draft RTS reflecting mandates introduced
by amendments to the BMR made by the European System of Financial Supervision (ESFS)
Omnibus Regulation relating to:
•

•

•

•

•

governance arrangements (new Article 4(9) BMR) - these RTS relate to requirements
intended to ensure that the governance arrangements of an administrator are sufficiently
robust;
methodology (new Article 12(4) BMR) – these RTS relate to the conditions intended to
ensure that the methodology an administrator uses to determine a benchmark complies
with the relevant requirements in Article 12(1) of the BMR;
reporting of infringements (new Article 12(4) BMR) – these RTS concern the
characteristics of the systems and controls established by an administrator to ensure the
integrity of input data to be able to identify and report to the competent authority any
conduct that may involve manipulation or attempted manipulation of a benchmark;
the mandatory administration of a critical benchmark (new Article 21(5) BMR) – these
RTS concern the criteria that the competent authority should apply when assessing how a
critical benchmark will be transitioned to a new administrator or will cease to be
provided; and
non-significant benchmarks (new Article 26(6) BMR) – these RTS relate to the criteria
under which competent authorities may require changes to the compliance statement
produced by an administrator of a non-significant benchmark.

The consultation closes on 9 May 2020. ESMA expects to publish a final report and to submit the
draft RTS to the European Commission for endorsement by 1 October 2020.

ESMA supervision work programme 2020
22

ESMA has published "ESMA Supervision: Annual Report 2019 and Work Programme 2020"
relating to its 2019 supervisory and monitoring activities for credit rating agencies (CRAs), trade
repositories (TRs) and its monitoring of third-country central clearing counterparties (TC-CCPs)
and central securities depositories (TC-CSDs).
ESMA also identifies the following supervisory priorities for 2020:
•

•

•

CRAs: ESMA's work will include proactive identification of risks in outstanding credit
ratings, ensuring that CRAs have robust and well-structured rating processes and
addressing identified concerns on ITS and information security in CRAs;
TRs: ESMA's work will include focusing on data quality and access by authorities, IT
systems reliability and the effectiveness of the information security function and business
continuity plans; and
TC-CCPs and TC-CSDs: ESMA's work will include monitoring the impact of Brexit on
the TC-CCP and TC-CSD regimes, establishing new processes corresponding to EMIR
2.2, recognition and implementing new monitoring processes for tier 2 CCPs. ESMA may
also reassess the recognition decision for UK CCPs, if necessary.

The document also looks ahead to ESMA's new supervisory mandates under the Regulation on
reporting and transparency of securities financing transactions (SFTR), the Securitisation
Regulation, the BMR and MiFIR. ESMA's supervisory priorities for 2020 include work on its
supervisory strategy for securitisation repositories and preparing for its direct supervisory role
from 1 January 2022 for European critical benchmarks and data reporting service providers.
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Funds and Asset Management
Marketing and overseas funds regime: HM Treasury consultation
HM Treasury has published a consultation paper on an overseas funds regime (OFR) as part of
the 2020 Budget and consultations under the Financial Services Bill.
The existing UCITS passporting system, which allows UCITS to be marketed to retail investors
across the EU, will cease at the end of the transition period. A temporary marketing permissions
regime (TMPR) for EU UCITS that have exercised their rights to market in the UK using a
passport before the end of the transition period will enable funds to continue to access the UK
market for a limited period. At the end of the TMPR, a fund needs to apply under section 272 of
the Financial Services and Markets Act 2000 (FSMA) to become recognised. Non-EEA funds and
EU funds that are not authorised as UCITS can also use section 272 to become individually
recognised in the UK. Concerns have been raised as part of the Brexit onshoring process about
whether section 272 offers a proportionate and viable regime for recognising funds.
The OFR
The government proposes to create two separate equivalence regimes for overseas retail funds
and money market funds (MMFs). An equivalence determination under the retail funds regime
allows eligible funds to gain recognition and be marketed to retail investors. Under the MMF
regime, an equivalence determination allows eligible funds to gain access to the UK. The process
for gaining market access will depend on whether the MMF will be marketed to retail or
professional clients. There will be obligations that apply to all overseas funds marketing in the
UK, including disclosure rules, the provision of investor facilities in the UK, regular reporting to
the Financial Conduct Authority (FCA), and payment of regulatory fees.
Section 272 of FSMA
Section 272 of FSMA will not be repealed and will be available for individual funds that are not
eligible to be recognised through the OFR because they are not covered by an equivalence
determination for retail investment funds. However, the Treasury proposes some amendments
to the section.
The consultation ends on 11 May 2020. The government will analyse responses and respond "in
due course". The Financial Services Bill will include the OFR.

Taxation of UK investment funds: government review
Announced in the Budget, during 2020, the government will undertake a review of the UK's
funds regime, including the direct and indirect tax treatment of funds. This forms part of a wider
review that will consider relevant areas of regulation to ensure that the UK regime remains
competitive and attractive.
The first stages of the review are:
•
•

a review of the VAT treatment of fund management fees; and
a consultation on the tax treatment of asset holding companies (AHCs) in alternative
fund structures. This consultation closes 19 May 2020.

The wider review will cover direct and indirect tax, as well as relevant areas of regulation with a
view to considering the case for targeted and merited policy changes.
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OEICs: FCA consults on a more proportionate listing regime
The FCA has published a consultation paper, CP20/5, on open-ended investment companies
(OEICs) and proposals for a more proportionate listing regime. CP20/5 is likely to be of interest
to fund managers of OEICs, OEICs that have a premium listing of their shares or are considering
applying to the FCA for a listing, and advisors (including FCA-approved sponsor firms).
The FCA proposes changes to the Listing Rules. The FCA is of the view that existing
requirements are disproportionate because they prescribe transparency and safeguards that are
already present in underlying fund regimes, under which OEICs will be authorised or recognised.
CP20/5 closes to comments on 9 June 2020.
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