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I. Executive Sumumary
Reasons for publication

Article 9o of Regulaiion (EU) No 648/2012 of the European Parlisment and the Couneil of 4 July 2012 an
OTC derivatives, central counterparties and trade repositories (EMIR) requires ESMA 1o assess the staff-
ing and resource needs arising from the assumption of s powers and duties under LMIR and submit a
report to the European Parliament, the Council and the Commission of these needs,

Contents
This paper highlights the tasks that ESMA will need to carey ont in view of its responsibiliies under EMIR.
For each task the report analyses the impleations in terms of processes and activities to be carried out. 1t

estimates the different processes that are expected to be followed and completed and it determines the
resource implications that these will have.

Next steps

The European Parliament, the Council and the Commissicn are asked to assign the relevant resources
from the EU budget in order to allow ESMA to perform its tasks under EMIR.
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. Introduction

1, Article go of Regulation (EUT) No 6482012 of the European Parliament and the Council of 4 July
2012 on OTC derivatives, central counterparties and trade repositories (EMIR) requires ESMA. to
assess the staffing and resources needs arising from the assumption of its powers and duties under
EMIR and submit a report to the Buropean Parliament, the Council and the Commission of these
needs,

=

‘This report lists the additional tasks assigned o ESMA under EMIR and for every task it analyses
the activity that it imvolves and resources needed, both in terms of human resources and 1T devel-
opments.

ITI. ESMA tasks under EMIR

3. Inaddition to the already accomplished regulatory tasks of develuping the techinical standards and
guidelines prescribed under EMIR (40 set of draft technical standards and one set of guidelines)
for which no dedicated budget was envisaged, ESMA will have the following diract responsibilities
under EMIR from 2013:

A, Trade Repositories

~  TRegistration of trade repositories established in the EU

~  Supervision of Buropean trade repositories and enforcement actions

—  Recognition of third country trade repositories

~  Direct reporting to BSMA of derivatives transactions that cannot be reported to trade reposi-
tories

~  Participation in all the colleges of Furopean CCPs
—  Recognition of third country CCPs
—  Validation of the CCPs risk models and parameters

C. OrC Derivatives

- Determination of the OTC derivatives subject to the clearing obligation:

i, PBottom-up approach;
il. Top-downapproach.

~  Monitoring the activity on QT derivatives for the following purposes:

i To identify systemic risk and prevent regulatory arbitrage between cleared and nom-
cleared transactions;
ii.  Toensure the proper functioning of the exemptions:
1. Periodic review of the thresholds for ron-financial counterparties;
2. Management and controls of the notifications from NCAs on intragroup transactions;
il. Ta assist the Commission in preparing reports to the Buropean Parliament and the Coun-
cil on the international application af the clearing and reporting abligations, the exemptions
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D.

E.

F,

to mon-financial counterparties and the risk mitigation techniques for the contracts not
cleared by CCP, in particular with regard to potential duplicative or conflicling requirements;

Public registers
Set-up and maintenance of the following registers:

Register for the clearing obligation;

Register for authorised and recognised trade repositories;

Register for authorised and recognised CCPs;

Register on the penalties imposed for breaches of clearing, reporting and risk mitigation obli-
gations, of provisions on access to CCP and trading venuss, of obligations imposed on non-
finaneial counterparties;

Register on the penalties imposed for breaches of CCP requirements and provisions on in-
teroperability arrangements;

Register on fines and petiodic penalty payments imposed to trade repositories;

Register on the types of pension scheme entities and arrangements which have been granted
an exemption;

Register on the list of the competent authorities responsible for the authorisation and super-
vision of CCPs

Opiniong

Issuing opinions on exemptions for pension scheme arrangements;
Issuing opinions in case of denial of access of interoperability arrangements.

Reports

On the appiication of the clearing oblization;

On the application of the identificatien procedure under the top-dewn approach;

On the appiication of segregation requirements for CCPs;

On the extension of the interoperability requirements to non-cash financial instruments;

On the access of CCPs o trading venues, the effect o competitiveness of certain practices
and the impact on liquidity fragmentation;

On the impact of the application by Members States of additional requirements to CCPs, in-
cluding a banking licence;

On the penalties imposed by competent authorities, including supervisory measures, fines,
periadic penalty payments,

Assist the Commission in preparing the 20185 report on: i) systemie relevance of transactions
by non-tinancial counterparties; ii) efficiency of the margining requirements; iii) the evolu-
tian of CCPs’ policies on collateral margining.

G. Regulatory work for consistent implementation of EMIR
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— Guidelines, Q&A, processes and procedures for; i) consistent application of excmptions; it)

harmonising the templates for notification; iii} facilitating the establishment and functioning of
the colleges; iv) ensuring consistent risk assessments for CCPs; v) ensuring consistent report-

ing to irade repositories.

IV. Trade repositories

Registration of trade repeositories

4.

According te the proeedure outlined in Article 56 of EMIR, ESMA has 20 working days following
the receipt of an application for registration by a krade repository {TR} to assess whether the appli-
cation is complete,

Following a complete application, ESMA has 40 working days to analyse it and assess the compli-
ance of the applicant trade repository with the requirements in EMIR and relevant technical
standards, After completing the analysis, ESMA will need to take a full reasoned decision fo regis-
ter or refusing registration of the applicant irade repository.

The technical standards drafted by ESMA nnder Article 56 of EMIR, specify a number of doca-
ments and information that applicant trade repositories will need to submit to ESMA to prove
their compliance with EMIR. This assessment includes:

- the services trade repositories intend to provide;

- ownership and governance structure, including internal controls and reporting lines;

- the fitness and properness of board members and statl;

- the adequacy of the TR’s resources from a financial, IT and staff perspective, including an accu-
rate description of their IT systems and the remuneration policies for the staff;

- the adequacy of the procedures for the management of conflicks of interests and for ensuring
confidentiality of the information maintained by the TR;

- outsourcing arvangements and the provision of ancillary seevices, to detect any potential risk
arising from them;

- the access rules, including the relevant policy, precedures, conditions and fees to access the
trade repositories;

- any potential souree of operational risk, including the business continuity and disaster recovery
pokicies;

- the record keeping policy and systems;

- the resources, systems, methods and channels for making the information available to the pub-
lic and to the relevant authorities.
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10,

1t.

12,

13.

Tt is estimated that an application mighi range from 200 to 1000 pages, depending on the com-
plexity of the trade repository, the services i provides and the asset classes it covers,

It is alse estimated that in 2012 FSMA wili receive applications from both more complex, multi as-
set trade repositories and from less complex single asset/single product irade repositories. In par-
ticular, from: the analysis of the trade repositories currently operated and the projects currently be-
ing developed, the following applications may be envisaged:

- g applications from complex trade repositories in 2013;
- 8 applications from less complex trade repositories in 2013 and 2 applications in 3014.

In this respect, it should be noted that EMIR {contrary to the US Dodd-Frank Act): a} does not
impose to a trade repository once authorised to collect transaction in one asset class, 1o collect all
the eontracts that can be coneluded in such asset class; b) requires the reporting of exchange trad-
ed derivatives, These differences are expected to have a significant effect on the number of possible
applicant trade repositories, In particular, it 8 expected that: a) some regulated markets will es-
tablish their own trade repositories for the reporting of the derivatives traded on their exchanges;
b) some information providers will also apply, to expand the services they offer.

Although it is uncertain whether all these applications will actually result in effective registrations
of trade repositories, if received, they will need to be analysed and a reasoned decision will need to
be taken. In addition, it is expected that they will ali arrive roughly at the same time. ESMA will
therefore need to have all the resources available when the applications will be received.

Although several officers will intervene in the assessment of the applications (IT, fitness and prop-
erness, corporate governance) ESMA. estimates that, in total, the equivalent of 75 days of one full
time equivalent of a supervision officer wilt he needed for the assessment of a complex TR and
around 45 days for a Tess complex one. These estimnates arc based on ESMA’s experience in pro-
cessing CRAs applications, In particular, ESMA needed 50 days FIE, plus 1 day on-site visit to
process the application of a small CRA.

Against this background, ESMA estimates that for processing the applications for registration of
trade repositories it will need the fellowing resources:

- 2013: 1 full time equivalent (FTE) for the expected 5 complex TRs and1.6 FTE for the 8 less comn-
plex TRs.

- 2014: 0.4 FTE for the expected 2 less cornplex TRs.

The supervision of TRs implies an on-going assessment of the compliance of TRs with EMIR and
techuical standards. This will be done through on-sile inspections and otf-site work to assess: a)
the compliance of the rules and procedures and adequacy of their systems and controls; b) the
quality of the data maintained by T'Rs. ¥ollowing these assessments and on the basis of the evi-
dence produced by the relevant people in charge of supervision, remedial/enforeing actions might
be taken by ESMA.
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14.

15.

16,

The supervisory activity will start following the registration of the trade repositories. Therefore,
the officers connted for the application process, should not he double counted for supervision, as
they will naturally move to supervision following the conclusion of the application process. The
process will nieed to ensure some rotation of officers from the authorisation to the supervision
phase, in order to ensure some variety in the assessments of the same trade repository.

Starting from the consideration above, according to which ESMA is expected to receive 11 applica-
tions, applying a reasonable discomnted factor and considering that some application may come
from entities not specialised in trade repositary or related business, we estimate that only 7 of
Lthose 11 applications will actually be registered in 2013,

It is estimated that g offlcers can supervise on average 4 TRs of average complexity (e.g. 1 complex
and 3 less complex). Considering that supervision is expected to start from the second half of 2013,
and that the officers employed in authorisation will move to supervision, of the more than 5 offic-
ers necded to supervise the expected 7 TRs, ESMA will need to allocate 2.6 officers for supervision
of TRs in 2013.

For 2014 no new complex TRs are expected to apply, but possibly 2 additional TRs could be regis-
tered. Thus raising to g the number of TRs to he supervised and to 6.7 the number of ollicers in-
valved in the supervision of trade repositories. Such nmumber is expected to remain stable in 2015.

nition of thied country frade reposiiories

19,

20.

Direct reporting to BSMA of derivatives transaciions that eannat be reported to trade repositories

For the recognition of trade repositories, the following steps are enwvisaged: 1) the Commission
should determine the equivalence of the relevant third country jurisdiction; 2) the third counlry
jurisdiction should enter into an international agreement with the EU; 3) ESMA should conclude a
co-gperation agreement with the relevant third country authority.

For the determination of equivalence, the European Commission requested a technical advice to
ESMA for ¢ jurisdictions to be completed by mid-2a13. The technieal advice will cover equivalence
for the purpose oft 1) requiremenis lor CCPs; 2) requirements for TRs; 3} requirements for OTC
derivatives. On average it is expected that to deliver such advice ESMA will need to allocate 20
days of work per jurisdiction (some jurizdictions will have more complex frameworks to assess,
same less). Therefore, overall ESMA estimates that to deliver its advice to the Commisgion on
equivalence it would need 1 FTE for the three aveas and the o jurisdictions.

For the additional tasks to complete a recognition process, i.e. the establishment of co-operation
agreements and the processing of the application, ESMA expects 20 days of 1 FTE to process each
application. ESMA also estimates to receive 3 applications for recognition, which would require
0.g FTE in 20123, an equal number in 2014 and iess in 2015 (2 applications, 0.2 FTE). In addition,
ESMA. estimates 5 dayvs FTE for the on-going activity related to registered trade repositories which
would amount to 0.2 FUE in 2014 and 0.2 FTE in 2015.

21.

In accordance with Article o(3) of EMIR, if a trade repository is not able to collect the details of
cartain derivatives tramsactions, these details should he sent to ESMA, who should then make
them available to the relevant competent authorities.
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232,

23.

T2
o

26.

27,

28.

According to the preliminary analysis made by ESMA, some applicant TRs will he able to coltect
the details of any derivatives transactions, even the mast complex ones. ESMA, therefore, consid-
ers thal at this stage it is not worth spending taxpayers” money on building a very complex system
that might never be used.

Against this background, ESMA established a calendar for reporting according to which, if by 1 Ju-
Iv 2015 there will not be TRs able to collect the reports of certain derivatives transaciions, these
reports should e sent to ESMA. This limeline will give ESMA sufficient lime to assess whether the
assumption aceording to which authorised TRs will be able to collect also tailor made derivatives is
correct and I not, it will give ESMA the time to develop the fall-back solution for direct reporting,

Building the systems for direct reporting to ESMA s a fall-back option in the Regulation. Howev-
er, that would be similar to building 4 Trade Repository, since ESMA would have to interact with
potentially thousands of firms and counterparties, do the appropriate ¢hecks on the reports re-
ceived, reconcile them when needed and classify the reports in such a way that competent authari-
ties have access to them, Such ‘in-house’ Trade Repository in ESMA, would only be used while no
other solution {s availahle and potentially for a very limited period of Lime.

it should be noted that developing a quasi-TR in ESMA i3 a very comgplex IT projeet that would re-
guive extracrdinary resources. Therefore, if such project has to be developed by ESMA, a dedicated
budzet would be needed. Besides, it would have to be paid for by public resonrces, since there are
no provisions for ESMA to apply fees to recover that cost,

For the reasons explained above, no detailed analvsis has been made of the different tasks, tools
and resources that such a project would imply, However, from a rough estimate, it is expected that
to build a dircet reporting system and a repository in ESMA and to male it accessible to the rele-
vant authorities according to their mandate, the I'' development costs will exceed 10 million euros,
which would need to be added to the 2015 budget, for the subsequent yvears the running eost would
be equal o 2.5 million enro per vear of running costs. These amounts have not been included in
the final sunsmary of resources, for the reasons explained above.

In accordance with Article 72 of EMIR, ESMA shall charge fees to trade repositories. These fees
will be defined through a delegated act by the Commission that will specify: the type of fees, the
matters for which fees are due, the amount of the fees and the manner in which they are lo be
paid.

Tt is therefore expected that all the cost outlined above for the registration, recognition and super-
vision of trade repositories will be fully covered by supervisory fees, ESMA stands ready to advice
at the earliest convenience the Commission on the caledlation and Tevel of these fees, in order to
ensure that the fess mechanism are in place by the Hime the applications by trade repositories will
stact being received by ESMA, Le. immediately after the entry into force of the technical standards
on trade repositories.

10
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V. Cenlral counterpartics

29.

30.

3.

32,

33

34.

35

As mentioned ahove, ESMA will have two direct competencies with referenee to COPs: 1) the par-
ticipation in the colleges; 2) the recognition of third country CCPs.

As for the ESMA role in the colleges, ESMA will need to:

- Tarticipate in all the colleges of CCPs;

- Have a ceordination role between competent authorities and acrass colleges.

- Ensure the consistent application of EMIR and relevant technical standards;

- Facilitate the adaption of joint opinions;

- Resolve disputes between competant suthorities;

- Take decisions on the authorisation of 2 CCP when the matier is referred to it;
- Conduct an annuai peer review;

- Conduct Union wide stress tests.

In addition, under Article 49 of EMIR, NCAs and ESMA need to validate the risk models and pa-
vameters of CCPs, following significant changes of those and after having received: 1) an inde-
pendent validation obtained by the CCP; 2) the results of the stress and back tests carried out by
the CCP.

For the performance of all the tasks above, ESMA. estimates that one officer can follow 5 colleges {1
large CCP and 4 smaller CCPs). The activity of model validation can he considered an additional
task to be performed under ESMA’s role in the colleges, so no dedicated resources are expecied for
such activity, 22 European CCPs are currently anthorised t¢ provide services and another 2 CUPs
are expected to be authorised in 2013, ESMA, therefore, estimates its resource needs o fulfil its
duties in terms of colleges to be equal to 5 FTE from 2013 onward,

Far the recognition of third eountyy CCPs the process is similar to the one described for trade re-
positories, i.e. equivalence, cooperation agreement and recognition. No international agreement is
though required for the recognition of third country CCPs.

Although the process for the recognition of a CC¥F is similar to the one of a trade repositories and
although recognised third country CCI's are already subject to equivalent legistation, ESMA be-
lieves that given the risks CCPs are exposced to and the impact they mighl have on fnancial stabil-
ity, the process for the recognition of 2 CCP will be more detailed and granular than the one to rec-
ognise a trade repository. Against this background, ESMA estimates that to handle a recognition
application 30 days F{E will be necessary.

Considering 4 applications for recognition in 2013, 3 applications in 2014 and zero in 2015, ESMA
resource needs for the recogoition of third country CCP is equal to 0.6 FTE in 2013 and 0.4 FTE in
2014. In addition, ESMA estimates an on-going cost related to recognised CCPs equal to 20 davs
FTE, which would amount to .2 FTE in 2013, 0.6 FTE in 2014 and 2015.

11
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36.

=
|

Although EMIR does not explicitly refer to fees for the recognition of third country CCPs, FSMA
believes that the Commission Delegated Regulation on fees should inglnde fees for third country
CCPs for the following reasons:

~  Processing the application of third country CCPs will have a cost and an fmpact on ESMA’s
budget;

- FEarupean taxpayers (Le. the contributors to ESMA budget) should not pay for allowing third
country CCPs to freely offer their services within the EU;

- European CCPs will pay fees 1o their snpervisors to offer services in the EU and generally pay
fees to offer services in third countries;

~ Fees dis-incentivise unsubstantiated applications, Le. incomplste, inaccurate, or spurious ap-
plications;

- National competent anthorities currently require application and annual fees from recognised
foreizn CCPs, be they European or third country CCPs. In certain cases those fees are equal to
around 90,000 euro for recognition and 100,000 euro annual fee,

. As highlighted sbove under the supervisory fees for trade repositories, ESMA stands ready o ad-

vice the Commission at the earliest convenience on the computation and level of these fees.

VI. OTC Derivatives

Clearing ohlization

38. The determination of the classes of derivatives sulject to the clearing obligation cnvisages two

39

processes:

1) A bottom-up approach, under which following the authorisation of 2 CCF o clear a class of
Q1C derivatives, such class is notified to ESMA and this would trigger the ESMA assessment;

23 A top-down approach according to which ESMA will need to identify the OTC derivatives that
pose significant risks and that may be mitigated through the use of a CCP.

Under the hottom-up approach, following the notification of the competent authority, ESMA has 6
mosaths to:

- Assess whether the relevant class of OTC derivatives meets the eligibility criteria;

- Develop and draft the technical standards to delermine: 1) the elass of OTC derivatives subject
to the clearing obligation; i) the date of application of the clearing obligaton, including any
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phasing-in per category of counterparty; iii) the minimum remaining maturity for feontloaded
contracts to be cleared;

- Publicly consult;
- Finalise the draft technical standards to be sent to the European Commission for endorsement.

This is a complex and delicate task since it involves an assessment of market conditions and praclices
and ends up with a proposed obligation to clear that affects aniitiple parties,

40, ESMA estimates that 1 FTE can process two dossiers {i.e. group or categories of products for which
the clearing obligalion is proposed) per year. In faet, it will be 3-4 officers part time involved in
each of those processes that will amount to 1 full FTE. Altheugh ESMA is expected to recsive a
number of notifications in 2013, which will need o be processed, owr estimates arc based on the
notifications expected to result in draft technical standards. ESMA, thercfore, expects to issue the
draft technical standards in the following cases, which would require the relevant reported re-
sources:

- 6 dossiers in 2013, which would require 3 T,
- 5 dossiers in 2014, which would require 2.5 FTE;
- 2 dossiers in 2015, which would require 1 FLUE.

41 With referance to the top-down approach, ESMA expects that to be covered under the general
monitoring described below. It, therefore, does not considar to split that activity to determine the
exact resources dedicated to the top-down process. In addition, it should be noted that following a
top-down decision by ESMA (i.e. calling for the development of CCP solutions for elearing certain
classes of OTC derivatives), for the obligation to start applving, a bottom-up approach will need 1o
be followed and the resoirces for the analvtical job of assessing the relevant classes of derivatives
to be subject to the elearing oblization should not be double-counted in estimating the cost of the
two approaches.

Monitoring

42, As mentioned under Section [fl, ESMA will need to carry out monitoring activity on OTC dertva-~
tives for the following purposes:

1) To identify systemic risk and preveni regulatory arhitrage between cleared and non-cleared
trangactions

2) To ensure the proper functioning of the exemptions:

a. Periodic review of the thresholds for non-financial counterparties;
b. Managemen: and controls of the notifications from NCAs on infragroup transactions;

3) To assist the Commission in preparing reports to the Evropean Parliament and the Council
on the international application of the clearing and reporting obligations, the exemptions to
non-finaneial counterparties and the risk mitigation techniques for the contracts not cleared
by CCP, in particular with regard to potential duplicative or conflicting requirements.

13
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43.

46,

47.

In addition, ESMA considers that the activity involved in the determination of the clearing obliga-
tion under the top-down process is basically an on-going monitoring activity of the OTC deriva-
tives market and of specific asset classes.

It should be noted that in view of the amount of notifications expected to be received for in-
tragroup transactions, this will have an hmpact both in terms of IT and hwman resources. In par-
ticular, in terms of IT, ESMA will need to develop toals to: 1) receive the notifications fram NCAs;
2) store such information: 3) process and analyse 1t

ESMA is expecting to receive tens of thousands of intra-group motifications in the [lirst wave
(shortly after the entry into force of the technical stendards on EMIR, expected for end 1), It is
difficulf to estimate the amount of updates and new netifications which ESMA will receive on an
on-going basis, but this number is unlikely to-he more that 16% of the initial number of notifica-
tions, nn a yvearly hasis.

Against this background, ESMA estimates that to carry out such monitoring activity, it would need
to dedicate the equivalent of 2 otficers working 2 days per weelk on the above tagks, thus amount-
ing o 0.87 FTE per vear.

With reference to the IT developments only the drafting of business requirements, system specifi-
cations and feasibility studies in arder to detsrmine the required technologies are foreseen for
2013. ESMA expects that those tasks will require 230 days of work, divided in 180 of an external
comsultaney and 50 days internal resourees. The external consultancy cost would amount to
£117,000, plus 306,000 eura per year for the maintenance. The internal resonrces will add up to
the total overhead that EMIR implies.

VIL.Publie registers

48,

As mentioned in Section 1, ESMA will need to set up and maintain a number of registers. Some
are more complex as they require continuous updates or links with national registers. Others are
simpler and will take the form of & web page that would not require significant updates.

Register for the clearing obligation

49.

50,

The register for the clearing obligation wili have two sections: 1) the classes of derivatives notified
to ESMA4, that might be eligible for the clearing obligation, but that are not yet declared subject to
the clearing obligation; 2) the classes of derivatives subject to the clearing obligation.

The first part of the regisier will be relevant for the purpose of the frontloading and will contain a
significant amount of information, given the number of OTC derivatives that are currently traded
OTC and that can be cleared by various CCPs. The second part will be npdated following the adop-
tian of technical standazds determining Lhe classes of derivatives subject to the clearing obligation,
50 it is expected to be updated less frequently.

The complexity of this register will depend on the definition of the dass of derivatives. As men-

tioned in ESMA techniral standards, the classes should not be defined teo narrowly to allow an
easy circumvention of the obligation and not toe broadly to ndude contracts that either do not

14
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meet the conditions for subjecting them to the clearing obligation, or that eannot be clearsd by an
authorised or recognised CCP.

52, The complexity of this register will impact its IT development and depending on the level of auto-
mation of the notifications and resulting decisions on the clearing obligation, it might require
more or less manual work, ESMA is considering developing a relatively automated system, to have
a smaller impact on resources.

Registers of CCPs’ ; horities and of guthorised and recognised CCPs and trade repositories

5a. The registers of CCPs’ competent authorities and of authorised and recognised CCFs and trade re-
positories will be basically five webpages: 1) the list of NCAs responsible for the authorisation and
supervision of CCPs; 2) authorised CCPs; g) recognised CCPs; 4) authorised trade repositories; 5)
recognised trade repositories. Although the registers for COPs will need to inelude information on
the services and activities they are authorised o provide or perform, including the financial in-
struments covered hy the authorisation, ESMA does not expect a significant amount of work for
Lhe set-up and maintenance, given the relatively stuall number of updates per year.

Registers on penalties

54. ESMA will need to set-up the following registers on penalties imposed by national competent au-
thorities for breaches of: 1) clearing obligation, 2) reporting nbligation; 3} risk mitigation ohliga-
tions; 4) provisions on access to CCP and trading venues; 5) ohligations imposed on non-financial
connterparties; 6) CCP requirements; and 7) interoperability provisions.

55. These registers will need o he Hoked with the national registers set-up for the same purposes.
ESMA considers that initially, i.c. for 2013 the process and the link with the national registers can
be managed manually, with exchange of information from NCAs to ESMA on the penalties im-
posed by the NCAs. Depending on the number of penalties imposed and on the hasis of the experi-
ence gained following the manual set-up and maintenance of these vegisters, ESMA will consider
whether to automatise the process.

56. These last two registers will be fed hy either decisions taken by ESMA or by decisions taken by
NCAs following an opinion released by ESMA, Although following the enlry into force of the teeh-
pical standards ESMA. is expected to adopt a number of opinions on the type of the exempted pen-
sion scheme arrangements, following this initial wave of exemptions, the register is not expected
o require a significant number of updates per year.

57, 1n terms of human resources, ESMA expects that all the activity related to registers will require
two days of work per month of an officer, for a total of 0.1 FTE per vear from 2013 onward.

58, From an IT perspective the total cost of setting-up these registers is expreted to be equal to 150 full
time working days (100 days allocated to external consultant and 50 to internal resources } and
60.000 € material resources {software application development costs). Therefore the total project
costs are estimated to 125,000 € for 2013 (65,000 € consultancy resources and 60,000 € material
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resources) and 32,000 € per year for the maintenance of the svstem. As for the other IT project
mentioned above on intragroup notifications, the internal resources will be counted under ihe to-
tal overhead that EMIR immplies.

Opinions

. In accordance with Article 8o(2) of EMIR, ESMA will need to issue opinions assessing the compli-

ance of the tvpe of entities and arrangements for pension schemes with Article 2(10)c) or (d) of
EMIR and the reasons why an exemption s justified due to the difficudties in mecting the variation
marging requirements.

The procedure Tor the NCAs to grant an exemption to these types of pension scheme entitiss and
arrangements foresees the following steps:

1} An NCA receives a request for exemption;

2} The NCA notifies ESMA and EIOPA of the request to grant an exemption t cectain types of
antities or arrangements;

1)  ESMA will need to consult RIOPA;
4}  ESMA, within 30 davs from the nofification, will need to issue the shove-meantioned opinion.

ESMA will also need to issue opinions ander Article 54(3) when an NCA wants to deny an interop-
crability arrangement, in order to assess the validity of the risk considerations on the basis of
which the intereperability arrangement is denied. ESMA considers that the guidelines it will need
to adopt for the consistent assessment of interoperability arrangements by competent sutharities
will limit the possibility for cormpetent authorities to come Lo different conclusions on the fulfil-
ment by the arrangement of the relevant requirements. Therefore, ESMA expects to adopt very few
opindons in this respect.

With reference to the first type of opinions, ESMA expects the majority of those to be taken in
2013. ESMA is currently analysing together with FIOPA the existing type of entities and arvange-
ments that may requirve an exemption under Article 2(10}(¢) or (d}. Therefore, at this stage, ESMA
is not in a position to forecast precisely the number of opinions that it will be required to issue.
However, from a very preliminary analysis and considering that ESMA inlends to group the opin-
ions to facilitate the process, it would be reasonable to assume around 10 procedures for requests
of opinions on pension schemes in 20:3 and 2 in 2014 and 2015. Given the very short timeframe
for consulting and delivering these apinions, ESMA considers that this activity will be very re-
source intensive. It therefore considers that 10 days of a full time officer will be needed to process
each opinion, thus amounting to 0.5 FTE in 2013 and 0.1 in 2014 and 2015,

IX. Reports

65.

In accardance with Article 85 of EMIR, ESMA will need to prepare the following reports by Sep-
tembear 2014:
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1) Onthe application of the clearing obligation;

2} On the application of the identification procedure under the top-down approach;

3} On the application of segregation requirements for CCPs;

4) Onthe extension of the interoperability requirements to non-cash financial instruments;

5] On the access of CCPs to trading venues, the effect on competitiveness of certain practices and
the impact on liquidity fragmentation;

6) On the impact of the application by Members States of additional requirements to CCPs, in-
chuding a banking licence;

7} On the penalties imposed by competent authorities, including supervisory measures, fines, pe-
riedic penalty payments.

4. Part of the job to prepare these reports has been alveady counted under the monitoring section or
under the college participation. However, dedicated time and resources will need to be allocated to
the actual deafting of the reports.

65. In addition to these reports, ESMA will need to assist the Commission in preparing by Augnst
2015 the following reports on:

1) systemic relevance of transactions by non-financial connterparties;
2} efficiency of the margining requirements;

a) evolution of CCPs’ policies on collateral margining.

66. On the hasis of previous experience, ESMA expeets that the Comnission will require sechnical ad-
vices to complete these reports.

67, For completing these tasks and considering that some of the analysis would be done under the
monitoring of OTC decivative market or under participation in colleges of CCPs, ESMA expects
that sach report will require 15 days full time work. This would ameunt to:

- .5 FPE for 2014

- 6.2 ETE for 2015

X. Regulatory work for consistent implementation of EMIR
68. Althongh EMIR does naot prescribe ESMA to prepare guidelines for the implementation of EMIR

and relevant technical standards or Q&A for understanding how certain provisions in the stand-
ards should be implemented, ESMA axpects to develop some of these measures in 2013 and 2014,
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In addition, different processes, procedures and templates will need to be established to facilitate
the communication or notifications from market participants to NCAs and from NCAs to ESMA.
These measires will he necassary to allow for:

1) the consistent application of exempticns (intragroup and pension schemess);

2)  the harmenisation of the communication processes, with uniform templates for notification on:
a. Clearing ohligation;
b. Intragroup exemptions;
¢. Pension schemes exemptions;

3)  The smooth establishment and functioning of the colleges, throngh:
a. A framework written agreement for the establishment and operation of colleges;
b. Atemplate for the risk assessment report;
4) Ensuring consistent reporting to trade repositories.

6g. On the basis of the past experiences in draft guidelines and Q8As, ESMA estimates that it will
need on average 45 days FTE per set of Guidelines or new Q&As and that it will have to work on 5
of these messures in 2013 and on 3 in 2014. This would amount to;

- 1 FTE for 2013

- 0.6 FTEin 2014,

XI, Total resources needed for EMIR

70. On the basis of the analysis deseribed in the previous sections, Annex I summarises the resources
needed and the monetary impact of EMIR on ESMA's budget.

71, In summary, ESMA will need in total 17 dedicated resources (FTE) in 2013, 18 dedicated resources
in 2014 and 14 dedicated resources in 2015 to fulfil its mandate aoder EMIR. Each additional re-
souree has an overall impact on the structure in terms of administrative support of 20%. In addi-
tion, the tasks required will also have an overall impact on the legal division of BSMA, requiring a1
FTE legal officer. Finally, considering the ahove-mentioned 100 days FTE of internal resources for
IT development in 2013 of the OTC derivatives register and intragroup notifications tools, the
overall total overhead (including legal and IT development) will amount to 5 additional staff in
2013, 5 in 2014 and 4 in 2015. These numbers are not higher than comparable international su-
pervisors with similar responathilities.

72. In 2012 and in the 2013 budget, ESMA taok out some resources planned for other areas to assign

them to the ESMA post-trading team in charge of carrving out the activities described in this re-
port. This was due to: 1) the priority to implement EMIR; 2) the absence of a dedicated budget line
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73.

74

allocated to EMIR (in view of the competencics assigned to ESMA, for which this report has been
requested),

As mentioned above, the average cost of an officer (of average grade and inchiding all indirect
costs assodaled to i) is equal o 200,000 euro. In addition, the IT costs are expected to be
242,000 euro in 2013 and 62,000 enre in 2014 and 2015, This means that the total impact of
EMIR on ESMA budget is equal to:

- 4,695,000 euro for 2013

- 4,586,000 euro for 2014

- 8,684,000 curoin 2015

It should be noted that around half of EMIR’s total impact on ESMA's bhudget is expected to be
covered by fees. The collection of full cost recovery fees is foreseen in EMIR. Therefare, in the ex-
pectation that the Commission delegated act on fees will be edopted before the application date by

trade repositories, the 2013 budget of ESMA already incorporates the collection of fees as a source
of revenues,
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