DRAFT COMPROMISE A

Article 4 - Designation and powers of competenhatities

Bold/italics text represents changes to the Commission proposal.

COVERING AM 33, AM JURI 14, AM 34

Article 4
Designation and powers of the competent authorities

Member States shall designate one or more c@mpatthorities that carry out the
functions and duties provided for in this Directiidhe Member States shall inform
the Commissionane- EBA,and ESMA (AM 33 Delvaux)of that designation, and
where there is more than one competent authoffitfheofunctions and duties of each
competent authority.

Member States shall ensure that the competéhorities supervise the activities of
investment firms, and, where applicable, of investtrholding companies and mixed
financial holding companies, to assess complianith e requirements of this
Directive and of [Regulation (EU) ---/----[IFR].

Member States shall ensure that the compet#mbrties have the necessary powers,
including the power to conduct on-the-spot checkadcordance with Article 12, to
obtain the information needed to assess the congadiaf investment firms and, where
applicable, of investment holding companies andeghifinancial holding companies,
with the requirements of this Directive and of [Rigion (EU) ---/----[IFR], and to
investigate possible breaches of those requirements

Member States shall ensure that the competethiordties have the expertise,
resources, operational capacity, powers and indkE® necessary to carry out the
functions relating to the prudential supervisiowestigations and penalties set out in
this Directive.

Member States shall require investment firmprtavide their competent authorities
with all the information necessary for the assesgrofthe compliance of investment
firms with the national rules transposing this Diree and compliance with
[Regulation (EU) ---/----[IFR]. Internal control mkanisms and administrative and
accounting procedures of the investment firms siradble the competent authorities
to check their compliance with those rules atiales.

Member States shall ensure that investment fiagister all their transactions and
document systems and processes which are subjts tirective and [Regulation
(EU) ---/----[IFR] in such a manner that the cortgre authorities are able to assess
compliance with the national rules transposing Birective and compliance with
[Regulation (EU) ---/----[IFR] at all times.



Article 4a (new)

Empowerment to subject certain investment firmsthe requirements of
Regulation (EU) 575/2013

Competent authorities, including consolidated supksors as per Article 111 of [---CRD---],
may decide to subject an undertaking, which is @otredit institution as defined in Article
4 of Regulation (EU) 575/2013 to the requirementEtbat Regulation, provided that the
following conditions are met:

(a) the undertaking is not a commodity and emissi@iowance dealer, a collective
investment undertaking or an insurance undertaking;

(b) the undertaking carries out any of the actiids referred to in points (3) and (6) of Section
A of Annex | of Directive 2014/65/EU;

(c) the undertaking carries out activities similato those commonly associated with
undertakings that take deposits or other repayahlads from the public and grant credit on

their own accounts:

failure of the undertaking may pose a systemic ria& defined in paragraph 10 of Article 3
of Directive 2013/36.

EBA, in consultation with ESMA, and taking into aaunt Commission Delegated
Regulation (EU) 2015/488, shall draft regulatorydenical standards to ensure a consistent
application of the above mentioned points a) to d).

EBA shall submit those draft regulatory technicatamdards to the Commission by [nine
month from the date of entry into force of this Relgtion].

Power is delegated to the Commission to adopt tagufatory technical standards referred
to in the first subparagraph in accordance with Aectes 10 to 14 of Regulation (EU) No
1093/2010.

(redrafted based on AM 288 Giegold, AM 273 CortilltM 274 Béres, as discussed in
shadows’ meeting on 10 July 2018)

Kommentiert [BF1]: The criterion remains but the
illustrative list is deleted as it is too closeptare banking
activities. The deletion also gives more discrefmmCAs to
subject certain big Class 2 investment firms to GERD.




DRAFT COMPROMISE B

Article 8, 8a, 8b - Initial Capital, Referencedndial capital in Directive
2013/36/EU, Indemnity Insurance

Bold/italics text represents changes to the Commission proposal.

COVERING AM JURI 17 and AMs5, 37, 38

Article 8
Initial capital

1. The initial capital of an investment firm regedr pursuant to Article 15 of Directive
2014/65/EU for the authorisation to provide theestwment services or perform the
investment activities listed in points (3), (6)) @& (9) of Section A of Annex | to
Directive 2014/65/EU shall be EUR 750 000.

2. The initial capital of an investment firm regedrpursuant to Article 15 of Directive
2014/65/EU for the authorisation to provide theestwent services or perform the
investment activities listed in points (1), (2)),(&) or (7) of Section A of Annex | to
Directive 2014/65/EU and which is not permittechtild client money or securities
belonging to its clients shall be EUR 75 000.

3. The initial capital of an investment firm recqgdrpursuant to Article 15 of Directive
2014/65/EU for investment firms other than thoderred to in paragraphs 1 and 2
shall be EUR 150 000.

4, The Commission shall update, by meandebégatedmplementing acts, the amount
of initial capital referred to in paragraphs 1 t@f3this Article to take account of
developments in the economic and monetary fieldsétlelegatedmplementing acts
shall be adopted in accordance with the—examinagiomcedure referred to in

Article 5456(—2-}. 7777777777777777777777777777777777777777777 __ -~ | Kommentiert [BF2]: ORAL AM proposed as amending the
level of initial is a very important decision thstall not be
made via implementing acts. Delegated acts are more
appropriate.

Article 8a [new]

L L . . Note: this compromise is formally not a comprontisean
References to initial capital in Directive 2013/38J al amendmeﬁt. Y P

References to the levels of initial capital setAsticle 8 of this Directive shall, as of the date
of application of this Directive, be construed asplacing references to the levels of initial
capital set by Directive 2013/36/EU as follows:

(a) the reference to initial capital of investmefitms in Article 28 of Directive 2013/36/EU
shall be construed as a reference to Article 8(1}tus Directive;

(b) the references to initial capital of investmefitms in Articles 29 and 31 of Directive
2013/36/EU shall be construed as references to @eti8(2) or (3) of this Directive, depending
on the type of investment services and activitiethe investment firm;

(c) the reference to initial capital in Article 36f Directive 2013/36/EU shall be construed as
a reference to Article 8(1) of this Directive.



(AM 5 by the Rapporteur, AM 37 Lucke)
Article 8b [new]
Indemnity Insurance

All investment firms providing services under thiBirective are required to have a
professional indemnity insurance.

(AM 38 by the Rapporteur)



DRAFT COMPROMISE C

Article 11 - Cooperation between competent auttesriof different Member
States

Bold/italics text represents changes to the Commission proposal.

COVERING AM JURI 18 - JURI 20, AMs 39-40 and AM JURI 21

Article 11 (Unchanged COM text)
Cooperation between competent authorities of @iffeMember States

1. Competent authorities of different Member Statball cooperate closely for the
purposes of their duties pursuant to this Directind [Regulation (EU) ---/----[IFR],
in particular by exchanging information about irtwesnt firms without delay,
including on the following:

(a) information about the management and ownershigtsirel of the investment
firm;

(b) information about compliance with capital requirertseby the investment firm;
(c) information about concentration risk and liquidiythe investment firm;

(d) information about the administrative and accounfimgcedures and internal
control mechanisms of the investment firm;

(e) any other relevant factors that may influencertble posed by the investment
firm.

2. The competent authorities of the home MembeteStaall immediately provide the
competent authorities of the host Member State with information and findings
about any potential problems and risks posed bipastment firm to the protection
of clients or the stability of the financial systémthe host Member State which they
have identified when supervising the activitiesmnfinvestment firm.

3. The competent authorities of the home MembeteSthall act upon information
provided by the competent authorities of the hostrider State by taking all measures
necessary to avert or remedy potential problemsiakslas referred to in paragraph 2.
Upon request, the competent authorities of the hbtamber State shall explain to
the competent authorities of the host Member 3tate they have taken into account
the information and findings provided by the conepétauthorities of the host
Member State.

4. Where, following the communication of the infation and findings referred to in
paragraph 2, the competent authorities of the Meshber State consider that the
competent authorities of the home Member State hatetaken the necessary
measures referred to in paragraph 3, the compatehbrities of the host Member
State may, after having informed the competentaiiies of the home Member State
and EBA, take appropriate measures to protecttslisnwhom services are provided
and to protect the stability of the financial syste



Competent authorities of the home Member Statedisagree with the measures of
the competent authorities of the host Member Stag refer the matter to EBA,
which shall act in accordance with the procedurdedawn in Article 19 of Regulation
(EU) No 1093/2010. Where EBA acts in accordancé wiat Article, it shall adopt
its decision within one month.

EBA, in consultation ESMA, shall develop dradigulatory technical standards to
specify requirements for the type and nature of itifermation referred to in
paragraphs 1 and 2 of this Article.

Power is delegated to the Commission to adopt ¢gelatory technical standards
referred to in the first subparagraph in accordavitte Articles 10 to 14 of Regulation
(EU) No 1093/2010.

EBA, in consultation with ESMA, shall developaftr implementing technical
standards to establish standard forms, templatggeotedures for the information
sharing requirements which are likely to facilitdte supervision of investment firms.

Power is conferred on the Commission to adoptrti@eémenting technical standards
referred to in the first subparagraph in accordamitie Article 15 of Regulation (EU)
No 1093/2010.

EBA shall submit the draft technical standaefenred to in paragraphs 6 and 7 to the
Commission byifiine months from the date of entry into force &f Birectivd.



Title IV Chapter | Section 3 (Article 16-21) - PENAIES, INVESTIGATORY

DRAFT COMPROMISE D

POWERS AND RIGHT OF APPEAL

Bold/italics text represents changes to the Commission proposal.

COVERING AMs41-52, JURI 28-JURI 31

SECTION 3

PENALTIES, INVESTIGATORY POWERSAND RIGHT OF APPEAL

Article 16
Administrative penalties and other administrativeasures

1. Member States shall lay down rules on admirtigrapenalties and other
administrative measures in respect of breacheatadmal provisions transposing this
Directive and of [Regulation (EU)---/----[IFR], iheding where the following occurs:

@

(b)

©

(d)

(e

®

(9

an investment firm fails to have in place intergalernance arrangements as
set out in Article 24;

an investment firm fails to report to the competanthorities, in breach of
Article 52(1)(b) of [Regulation (EU) ---/----IFRJinformation on compliance
with the obligation to meet capital requirementseisout in Article 11 of that
Regulation, or provides incomplete or inaccuratermation;

an investment firm fails to report to the competanthorities, in breach of
Article 34 of [Regulation (EU) ---/----], informain about concentration risk or
provides incomplete or inaccurate information;

an investment firm incurs a concentration riskxaess of the limits set out in
Article 36 of [Regulation (EU) ---/----[IFR], withat prejudice to Articles 37
and 38 of that Regulation;

an investment firm repeatedly or persistently failbold liquid assets in breach
of Article 42 of [Regulation (EU) ---/----[IFR], whout prejudice to Article 43
of that Regulation;

an investment firm fails to disclose informatiorr, grovides incomplete or
inaccurate information, in breach of the provisiset out in Part Six of
[Regulation (EU) ---/----[IFR];

an investment firm makes payments to holders dfungents included in the
own funds of the investment firm where Articles 32, or 63 of Regulation
(EU) No 575/2013 prohibit such payments to holaddiastruments included in
own funds;



(h) an investment firm is found liable for a seriougdwh of national provisions
adopted pursuant to Directive (EU) 2015/849

(i) an investment firm allows one or more persons oatglying with Article 91
of Directive 2013/36/EU to become or remain a mandfehe management
body.

Member States that do not lay down rules on adinatise penalties for breaches which are
subject to national criminal law shall communicaighe Commission the relevant criminal
law provisions.

The administrative penalties and other administeatimeasures shall be effective,
proportionate and dissuasiad Member States shall ensure that they are-asdaspessible
set at comparable levels to the ones in other Menfitates (AM 42 Delvaux and Fernandez,
AM 43 Torvalds and Nagtegaal)

2. The administrative penalties and other admigis® measures referred to in the first
subparagraph of paragraph 1 shall include theviatig:

(&) a public statement which identifies the naturdegal person, investment firm,
investment holding company or mixed financial hotficompany responsible
and the nature of the breach;

(b) an order requiring the natural or legal personaoesible to cease the conduct
and to desist from repeating that conduct;

(c) atemporary ban for members of the investmentdimminagement body or for
any other natural persons to exercise functionsviestment firms;

(d) in case of a legal person, administrative pecurpanalties of up to 10% of the
total annual net turnover, including the gross meoconsisting of interest
receivable and similar income, income from sharebather variable or fixed-
yield securities, and commissions or fees of theéeuaking in the preceding
business year;

(e) in the case of a legal person, administrative peecyrpenalties of up to twice
the amount of the profits gained or losses avoitieglto the breach where those
profits or losses can be determined;

(f) in case of a natural person, administrative pecurpanalties of up to EUR
5,000,000, or in the Member States whose currescyot the euro, the
corresponding value in the national currency det¢ of entry into force of this
Directivel.

Where an undertaking referred to in point (d) subsidiary, the relevant gross income shall
be the gross income resulting from the consolidateunt of the ultimate parent undertaking
in the preceding business year.

Member States shall ensure that where an investfinenis in breach of national provisions
transposing this Directive or in breach of [Regolat(EU) ---/----[IFR], penalties may be

applied to the members of the management body arathier natural persons who under
national law are responsible for the breach.

N Directive (EU) 2015/849 of the European Parliamantl of the Council of 20 May 2015 on the
prevention of the use of the financial system ffierpurposes of money laundering or terrorist fil@gyamending
Regulation (EU) No 648/2012 of the European Parianand of the Council, and repealing Directive53260/EC
of the European Parliament and of the Council ami@ission Directive 2006/70/EC (OJ L 141, 5.6.2(15,3).
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3. Member States shall ensure that when determthntype of administrative penalties
or administrative measures referred to in paraglaphd the level of administrative
pecuniary penalties, competent authorities shdie tamto account all relevant
circumstances, including, where appropriate:

@
(b)

©

(d)

(e)
®
(9)
(h)

the gravity and the duration of the breach;

the degree of responsibility of the natural or lguersons responsible for the
breach;

the financial strength of the natural or legal pessresponsible for the breach,
including the total turnover of legal persons o #mnual income of natural
persons;

the importance of profits gained or losses avoidgdthe legal persons
responsible for the breach;

any losses incurred by third parties as a resut@breach;

the level of cooperation with the relevant compegerihorities;

previous breaches by the natural or legal persesponsible for the breach;
any potential systemic consequences of the breach.

Article 17
Investigatory powers

Member States shall ensure that competent aueritave all information gathering and
investigatory powers that are necessary for theceseeof their functions, including:

(@) the power to require information from the followingatural or legal
persons:

(i) investment firms established in the Member &taincerned;

(i) investment holding companies established ia Member State
concerned,;

(iif) mixed financial holding companies establishiedhe Member State
concerned;

(iv) mixed--activity holding companies establishiedhe Member State
concerned;

(v) persons belongint the entities referred to in points (i) to (iv);

(vi) third parties to whom the entities referrednigoints (i) to (iv) have
outsourced operational functions or activities.

(b) the power to conduct all necessary investigationsy person referred
to in point (a) that is established or locatechimMember State concerned,
including the right:

(i) torequire the submission of documents by thiespns referred to in
point (a);

(i) to examine the books and records of the pegseferred to in point
(a) and to make copies or extracts from those baoksrecords;

9



(i) to obtain written or oral explanations frotimet persons referred to in
point (a) or from their representatives or staff;

(iv) to interview any otherrelevant person =whe—esnsents—te- be
tepdiewed (AM 46 Delvaux)for the purposes of collecting
information on the subject matter of an investigati

(c) the power to conduct all necessary inspectioniseabtisiness premises of
the legal persons referred to in point (a) and ather undertakings
included in the supervision of compliance with gy@up capital test,
where the competent authority is the group supery&ibject to the prior
notification of other competent authorities conegtn

Article 18 (unchanged COM text)
Publication of administrative penalties and measure

Member States shall ensure that competent atigéisgoublish on their official website
any administrative penalties and measures impaosaddordance with Article 16 and
which has not been appealed or can no longer beatgrh) without undue delay. That
publication shall include information on the typedanature of the breach and the
identity of the natural or legal person on whomphbealty is imposed or against whom
the measure is taken. The information shall onlypblelished after that person has
been informed of those penalties or measures arbet@xtent the publication is
necessary and proportionate.

Where Member States permit the publication ofiadstrative penalties or measures
imposed in accordance with Article 16 against whibkre has been an appeal,
competent authorities shall also publish on théicial website information on the
appeal status and on the outcome of the appeal.

Competent authorities shall publish the admiaiste penalties or measures imposed
in accordance with Article 16 on an anonymous hiasiy of the following cases:

(@) the penalty has been imposed on a natural pergbpulication of that
person’s personal data is found to be dispropaatin

(b) the publication would jeopardise an ongoing crirhingestigation or the
stability of financial markets;

(c) the publication would cause disproportionate damagghe investment
firms or natural persons involved.

Competent authorities shall ensure that infoiongtublished pursuant to this Article
remains on their official website for at least fiyears. Personal data may only be
retained on the official website of the competemtarity where permitted by the
applicable data protection rules.

10



Article 19
Reporting penalties to EBA

Competent authorities shall inform EBA of admirasive penalties and measures imposed
pursuant to Article 16, of any appeal against thaesalties and measures and of the outcome
thereof. EBA shall maintain a central database dhiaistrative penalties and measures
communicated to it solely for the purpose of exgilag information between competent
authorities. That database shall be accessiblertpetent authoritieand ESMAonly and it
shall be updated=egatargnnually (adapted to reflect the outcome of the shadowstingee
on 4 September 2018)

EBA shall maintain a website with links to each gatent authority's publication of
administrative penalties and measures in accordaitbeArticle 16 and shall state the period
for which each Member State publishes administegbienalties and measures.

Article 20
Reporting of breaches

1. Member States shall ensure that competent atigiscestablish effective and reliable
mechanisms to reportithout undue delay(based on AM 52 Torvalds and
Nagtegaal) potential or actual breaches of national prowisidransposing this
Directive and of [Regulation (EU) ---/----[IFR], @tuding the following:

(a) specific procedures for the treatment of reportbr@aches;

(b) appropriate protection against retaliation, disamation or other types of
unfair treatment by the investment firm for empley®f investment firms
who report breaches committed within the investnfiemt,

(c) protection of personal data concerning both thegemho reports the
breach and the natural person who is allegedlyoresiple for that breach,
in accordance with Regulation (EU) No 2016/679;

(d) clear rules that ensure that confidentiality isrgngeed in all cases in
relation to the person who reports the breachesnttted within the
investment firm, unless disclosure is required lagiamal law in the
context of further investigations or subsequenicjatiproceedings.

2. Member States shall require investment firmisatee in place appropriate procedures
for their employees to report breaches internditpugh a specific and independent
channel. Those procedures may be provided for bialgpartners provided that those
procedures offer the same protection as the piotectferred to in points (b), (c) and
(d) of paragraph 1.

Article 21 (unchanged COM text)
Right of appeal

Member States shall ensure that decisions and mesataken pursuant to [Regulation (EU) --
-/----[IFR] or pursuant to laws, regulations andrawistrative provisions adopted in accordance
with this Directive are subject to a right of aplpea

11



DRAFT COMPROMISE E

Article 23 - Assessment for the purposes of thdiegpon of this Section

Bold/italics text represents changes to the Commission proposal.

COVERING AMs55-60, JURI 32

Article 23 (unchanged COM text)
Assessment for the purposes of the applicationi®Section

For the purposes of this Section, Member Stsltedl ensure that investment firms
assess, on an annual basis, and in accordancep@iiits (a) and (b), whether they
meet the conditions set out in Article 12(1) of §Rkation (EU) ---/----[IFR]:

(a) aninvestment firm shall determine whether, basethe figures from the
two-year period immediately preceding a given fitiahyear, it satisfies
the conditions set out in points (c) to (g) of Al 12(1) of [Regulation
(EV) ---/----[IFR];

(b) aninvestment firm shall determine whether, basethe figures from that
same period, it exceeds on average the limitsdawn in points (a), (b),
(h) and (i) of Article 12 (1) of [Regulation (EU}-~---[IFR].

This Section shall not apply where, on the bafstee assessment referred to in
paragraph 1, an investment firm determines thaeiets all of the conditions set out
in Article 12(1) of [Regulation (EU) ---/----[IFR].

An investment firm that, on the basis of theeasment referred to in paragraph 1,
determines that it does not meet all of the coodiiset out in that Article 12(1) of
[Regulation (EU) ---/----[IFR], it shall comply wit this Section as of the financial
year following the financial year in which that @assment took place.

Member States shall ensure that this Sectiappgied to investment firms on an
individual basis and at group level.

Member States shall ensure that investment firmbgestito this Section implement

the requirements of this Section in their subsidgthat are financial institutions as
defined in Article 4(13) of [Regulation (EU) --+4-fIFR], including those established

in third countries, unless the parent undertakinthe Union can demonstrate to the
competent authorities that the application of 8éstion is unlawful under the laws

of the third country where those subsidiaries ataldished.

Competent authorities may set a shorter periw@h tthe two years referred in
paragraph 1 of this Article where both of the fallng conditions are met:

(@) the business of the investment firm has been sutgjec material change; and

(b) asaresult of point (a), the investment firm méetsconditions set out in Article
12(1) of [Regulation (EU) ---/----[IFR].

12



6.

EBA, in consultation with ESMA, shall developattrregulatory technical standards
to specify the method for calculating the averagerred to in paragraph 1(b) of this
Article. EBA shall submit those draft regulatorycheical standards to the
Commission bydate of entry into force of this Directive

Power is delegated to the Commission to adopt ¢gelatory technical standards
referred to in the first subparagraph in accordavite Articles 10 to 14 of Regulation
(EU) No 1093/2010.

13



DRAFT COMPROMISE F

Article 24 - Internal Governance

Bold/italics text represents changes to the Commission proposal.

COVERING AMs61-63

Article 24
Internal governance

1. Member States shall ensure that investment fitmase robust governance
arrangements, including all of the following:

(&) a clear organisational structure with well define@nsparent and consistent
lines of responsibility;

(b) effective processes to identify, manage, monitak r@port the risks investment
firms are or might be exposed to;

(c) adequate internal control mechanisms, includingndoadministration and
accounting procedures;

(d) remuneration policies and practices that are ctergisvith and promote sound
and effective risk management.

2. When establishing the arrangements referred paiagraph 1, the criteria set out in
Articles 26 to 31 of this Directive, as well asAnticle 9 of Directive 2014/65/EU,
shall be taken into account.

3. The arrangements referred to in paragraph 1isabmprehensive and proportionate
to the nature, scale and complexity of the riskeient in the business model and the
activities of the investment firm.

4. EBA, in consultation with ESMA, shalkissue-gelides-ondevelop draft regulatory
technical standards to specify the content thfe application of the governance
arrangements referred to in paragrapfEBA shall submit those draft regulatory
technical standards to the Commission by [twelventis from the date of entry into
force of this Directive].

Power is delegated to the Commission to adopt #hgutatory technical standards
referred to in the first subparagraph of this paregph in accordance with Articles
10 to 14 of Regulation (EU) No 1093/201@\M 61 Giegold)

Note: this compromise should be seen in conjunctigin Compromise IA regarding
environmental, social, or governance (ESG) risksd avith Compromise P on the review
clause regarding ESG risks (Article 60, paragraptpaint aa (new))

14



DRAFT COMPROMISE G

Article 25 - Country-by-country reporting (CBCR)

Bold/italics text represents changes to the Commission proposal.

COVERING AMs3, 26, 6, 64-79

Article 25
Country-by-country reporting

1. Member States shall require investment fiha
- to disclose by qut;qrfsitqtgfapg7b7y7th|[dﬁ gqufrrfnyvjnlch?thg - { Kommentiert [BF3]: Decision by shadows to delete as it
investment firm has a branch or a subsidiary that financial institution as defined repeats Article 23(2).
in Article 4(1)(26) of Regulation (EU) No 575/2018g following information on an
annual basis:

(@) the name, nature of activities and location of amlysidiaries and branches;
(b) the turnover;

(c) the number of employees on a full time equivalsatis;

(d) the profit or loss before tax;

(e) the tax on profit or loss;

(f)  the public subsidies received.

2. The information referred to in paragraph 1 stwl audited in accordance with
Directive 2006/43/EC and, where possible, shalabeexed to the annual financial
statements or, where applicable, to the consolidditeancial statements of that
investment firm.

(Note: reinstating COM wording as the entire segtbon internal governance, transparency
etc. does in any case not apply to class 3 firrapeRtion deemed useless at Shadows’ meeting
on 12 September 2018)

15



DRAFT COMPROMISE H

Avrticle 26 - Treatment of risks

Bold/italics text represents changes to the Commission proposal.
COVERING AMs7, 80-82

Article 26
Treatment of risks

1. Member States shall ensure that the managenwmay bf the investment firm
approves and periodically reviews the strategiek @olicies on the risk appetite of
the investment firm, and on managing, monitoringl anitigating the risks the
investment firm is or may be exposed to, taking iatcount the macroeconomic
environment and the business cycle of the invedtirem

2. Member States shall ensure that the managenuelyt devotes sufficient time to
ensure proper consideration of the risks referoad paragraph 1 and that it allocates
adequate resources to the management of all matiskia to which the investment
firm is exposed.

3. Member States shall ensure that investment fiestablish reporting lines to the
management body for all material risks and foriak management policies and any
changes thereto.

4. Member States shal-determine-whietjuire allinvestment firmsvhich do not meet
the crlterla deflned |n Artlcle 30(4) a@t\M 81 Delvaux 2

composed of members of the management body whadpenform any executive
function in the investment firm concerned.

Members of the risk committee referred to in thestfisubparagraph shall have
appropriate knowledge, skills and expertise toyfulhderstand, manage and monitor
the risk strategy and the risk appetite of the stment firm. They shall ensure that
the risk committee advises the management bodyherinvestment firm's overall
current and future risk appetite and strategy esgists the management body in
overseeing the implementation of that strategy i management. The
management body shall retain overall responsikiiditythe firm’s risk strategies and
policies.

pAM 7 by the Rapporteur AM 80 Lucke)

5. Member States shall ensure that the managerodptibits supervisory function and,
where one has been established, the risk comnuftéegat management body, has
access to information on the risks to which thefis or may be exposed.

16



Note: this compromise should be seen in conjunctioth Compromise |A regarding
environmental, social, or governance (ESG) risksl avith Compromise P on the review
clause regarding ESG risks (Article 60, paragraplpdint aa (new))
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DRAFT COMPROMISE |

Articles 28 - 32: Remuneration Policies

Bold/italics text represents changes to the Commission proposal.

COVERING AMs 2, 25, 8-11, 85-141, JURI 33 - JURI45

Article 28
Remuneration policies

1. Competent authorities shall ensure that investnfiems, when establishing and
applying their remuneration policies for senior mg@ment, risk takers, staff engaged
in control functions and for any employee receiviovgrall remuneration equal to at
least the lowest remuneration received by senionagement or risk takers, and
whose professional activities have a material irhpac the risk profile of the
investment firmor of the assets that it managéaM 85 Giegold),comply with the
following principles:

G

(aa)

(b)

(ba)

©

(d)

(e)

®

(©)

the remuneration policy is cléarard documentednd proportionate to the
size, internal organisation and nature, as well tiee scope and complexity of
the activities of the investment firnfAM 87 Ferber)

the remuneration policy is non-discriminatory mearg that same or similar
type of jobs will be equally remunerated regardlegsgender(AM 86 by Gill
and Delvaux, slightly redrafted)

the remuneration policy is consistent with and prtea sound and effective risk
management;

the remuneration policy should not only reflect stiderm profitability, but
also take into account long term effects of the @stment decisions taken
(AM 88 by Tang and Delvaux)

the remuneration policy contains measures to awadflicts of interest,
encourages responsible business conduct and premiste awareness and
prudent risk taking;

the management body in its supervisory functionp&siand periodically
reviews the remuneration policy and has the ovemsponsibility for its
implementation;

the implementation of the remuneration policy ibjeat to a central and
independent internal review by control functions;

staff engaged in control functions are independtemh the business units they
oversee, have appropriate authority, and are reratetein accordance with the
achievement of the objectives linked to their fimms, regardless of the
performance of the business areas they control;

the remuneration of senior officers in the risk m@ement and compliance
functions is directly overseen by the remuneratommittee referred to in
Article 31 or, where such a committee has not bestablished, by the
management body in its supervisory function;
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(h) the remuneration policy, taking into account natlorules on wage setting,
makes a clear distinction between the criteria iefdplto determine the
following:

(i) Dbasic fixed remuneration, which primarily mts relevant professional
experience and organisational responsibility asogetin an employee's
job description as part of his or her terms of eypient;

(i) variable remuneration, which reflects a sirsble and risk adjusted
performance of the employee, as well as performamaxcess of the
employee's job description.

(i) the fixed component shall represent a sufficiehitgh proportion of the total
remuneration so as to enable the operation oflaffekible policy on variable
remuneration components, including the possibility pay no variable
remuneration component.

2. For the purposes of point (i) of paragraph 1,nMer States shall ensure that
investment firms set the appropriate ratios betw#en variable and the fixed
component of the total remuneration in their remmatien policies, taking into
account the business activities of the investmiemt &and associated risks, as well as
the impact that different categories of individugdéerred to in paragraph 1 have on

the risk profile of the investment firm.

“| Kommentiert [BF4]: Reinstatement of COM original
proposal

3. Member States shall ensure that investment fappy the principles referred to in
paragraph 1 in a manner that is appropriate to #iee and internal organisation and
to the nature, the scope and complexity of theivities.

4. EBA, in consultation with ESMA, shall developaftrregulatory technical standards
to specify appropriate criteria to identify the emries of individuals whose
professional activities have a material impacttmnitvestment firm's risk profile as
referred to in paragraph EBA and ESMA shall take due account of Commission
Recommendation 2009/384/EC of 30 April 2009 on ramatation policies in the
financial services sector as well as existing reneuation guidelines under UCITS,
AIFMD and MIFID Il and aim to minimise divergence ffom existing provisions.
(AM 98 Ferber)

EBA shall submit those draft regulatory technidainslards to the Commission by
[nine months from the date of entry into force &f Birectivd.

Power is delegated to the Commission to adopt ¢gelatory technical standards
referred to in the first subparagraph in accordamitie Article 10 to 14 of Regulation
(EU) No 1093/2010.

Article 29
Investment firms that benefit from extraordinarpiiwfinancial support

Member States shall ensure that where an investfinenbenefits from extraordinary public
financial support as defined to in Article 2(1)(28) Directive 2014/59/E\J=the=feliowing
reguirements-applyit does not pay any variable remuneratiofAM 102 Delvaux et al., this
also addresses AM 103 Viegas)
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%%%%H%@S(AM 111 Delvaux et al )

Article 30
Variable remuneration

1. Member States shall ensure that any variableimenation awarded and paid by an
investment firmto those categories of staff, including senior mayamnent, risk
takers, control functions and any employee recetyitotal remuneration that falls
within the remuneration bracket of senior managemteand risk takers whose
professional activities have a material impact dmetrisk profiles of the firm or of
the assets that it managg®\M 113 Giegold,complies with all of the following
requirements:

@

(b)

(©

(d)
(e)
®

()]

where variable remuneration is performance reldtedtotal amount of variable
remuneration shall be based on a combination of absessment of the
performance of the individual, of the business aaitcerned and of the overall
results of the investment firm;

when assessing the performance of the individuath financial and non-
financial criteria shall be taken into account;

the assessment of the performance referred toiim f@) shall be based on a
multi-year period, taking into account the businegde of the investment firm
and its business risks;

the variable remuneration shall not affect the gtrreent firm's ability to ensure
a sound capital base;

there shall be no guaranteed variable remuneratier than for new staff and
only for the first year of employment of new staff;

payments relating to the early termination of arplelyment contract shall
reflect performance achieved over time by the iitdisl and shall not reward
failure or misconduct;

remuneration packages relating to compensatiorugrooit from contracts in
previous employment shall be aligned with the loemgn interests of the
investment firm;
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(h)

@
0

(i2)

(k)

0

(m)

the measurement of performance used as a basictdate pools of variable
remuneration shall take into account all typesusfent and future risks and the
cost of the capital and liquidity required in actamce with Regulation (EU) -
--/----[IFR];

the allocation of the variable remuneration compesmevithin the investment
firm shall take into account all types of currentiduture risks;

at least-50%60% (AM 10 Rapporteur and AM 118 Torvaldsf) the variable
remuneration shall consist of any of the followingtruments:

(1) shares, or subject to the legal structure of thestment firm concerned,
equivalent ownership interests;

(2) share-linked instruments, or subject to the lefyatture of the investment
firm concerned, equivalent non-cash instruments;

(3) additional Tier 1 instruments or Tier 2 instrumeatsother instruments
which can be fully converted to Common Equity Tlemstruments or
written down and that adequately reflect the cregliality of the
investment firm as a going concern;

by way of derogation from point (j), where an inta®ent firm does not issue
any of the instruments referred to in that pointational competent authorities
may approve the use of alternative arrangementsfifiihg the same
objectives(AM 121 Delvaux)

at least40960% (AM 123 Delvaux, this is a compromise between & @ext
and AM 122 Tang, AM 124 Giegoldf the variable remuneration shall be
deferred over ghree—te five year period as appropriate, depending on the
business cycle of the investment firm, the natdiiesdusiness, its risks and the
activities of the individual in question, except the case of a variable
remuneration of a particularly high amount wheeeghoportion of the variable
remuneration deferred is at least 60%;

up to 100% of the variable remuneration shall bereated where the financial
performance of the investment firm is subdued @atiee, including through
malus or clawback arrangements subject to criteetaby investment firms
which in particular cover situations where the ¥idliial in question:

(i) participated in or was responsible for condudtich resulted in
significant losses for the investment firm;

(ii) is no longer considered fit and proper;

discretionary pension benefits shall be in linehwihe business strategy,
objectives, values and long-term interests of tivestment firm.

For the purposes of paragraph 1, competent atiéisoshall ensure the following:

@

(b)

individuals referred to in Article 28(1) shall nade personal hedging strategies
or remuneration and liability-related insurancesutaermine the principles
referred to in paragraph 1;

variable remuneration shall not be paid throughritial vehicles or methods
that facilitate the non-compliance with this Ditigetor Regulation (EU) ---/---
-[IFR].
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For the purposes of point (j) of paragraph &,ittstruments referred to therein shall
be subject to an appropriate retention policy desigto align the incentives of the
individual with the longer-term interests of thevéstment firm, its creditors and
clients. Member States or their competent autlesithay place restrictions on the
types and designs of those instruments or protfieituse of certain instruments for
variable remuneration.

For the purposes of point (k) of paragraph 1, #fermal of the variable remuneration
shall vest no faster than on a pro-rata basis.

For the purposes of point (m) of paragraph 1, whemeemployee leaves the
investment firm before retirement age, discretigrmmnsion benefits shall be held by
the investment firm for a period of five yearsie tform of instruments referred to in
point (j). Where an employee reaches retirement digeretionary pension benefits
shall be paid to the employee in the form of insteats referred to in point (j), subject
to a five-year retention period by that employee.

Points (j) and (k) of paragraph 1 and the tistiparagraph of paragraph 3 shall not
apply to:
(@) aninvestment firm, the-asset vabfeon- and off-balance sheet ass¢fsM 125

Giegold)of which is on average equal to or less than EORnrillion over the
four-year period immediately preceding the givémaricial year;

(b) an individual whose annual variable remuneratiossdwot exceed EUR 50 000
and does not represent more than one fourth ofinlisidual’s total annual
remuneration.

By way of derogation from point (a), competent awities may decide that
investment firms with asset values below the ttokekheferred to in point (a) are not
subject to the derogation because of the naturesaode of their activities, their
internal organisation, or, where applicable, tharahteristics of the group to which
they belong.

By way of derogation from point (b), competent awities may decide that

individuals whose annual variable remuneratiorelew the thresholds referred to in
point (b) are not subject to the derogation becafismtional market specificities in

terms of remuneration practices or because ofah&a of the responsibilities and job
profile of those individuals.

Member States shall require investment firmegioly the provisions laid down in this
Article to remuneration awarded for services predidr performance following the
financial year of the assessment referred to ificker23(1).

EBA, in consultation with ESMA, shall developaftrregulatory technical standards
to specify the classes of instruments that satlsyconditions set out in paragraph
10)(3).

EBA shall submit those draft regulatory technidainslards to the Commission by
[nine months from the date of entry into force &f Birectivd.

Power is delegated to the Commission to adopt ¢gelatory technical standards
referred to in the first subparagraph in accordamite Article 10 to 14 of Regulation
(EU) No 1093/2010.

22



Rapporteur)

Article 31
Remuneration committee

Member States shall ensure th
guarantee—that |nvestment flrrmmch do not meet the cntena defined in Artlcle
30(4) a)whi o 660 (in parts
AM 11 by the Rapporteur redrafted in accordanddel \Wie agreement in the shadows’
meeting on 4 September 2018 and with AM 133 De)vesbablish a remuneration
committee. That remuneration committeleall be gender balancednd exercise
competent and independent judgment on remunerptibcies and practices and the
incentives created for managing risk, capital aiogidity. Within a group, the
remuneration committee can also be a group-wide teraration committee (AM
133 Delvaux)

Member States shall ensure th
guaranteethardédrafted in accordance to the agreement in theleies’ meetlng on
4 September 2018)e remuneration committee is responsible for fieparation of
decisions regarding remuneration, including densiwhich have implications for the
risk and risk management of the investment firmceoned and which are to be taken
by the management body. The Chair and the membéne cemuneration committee
shall be members of the management body who doanfiirm any executive function
in the investment firm concerned. Where employpeagentation in the management
body is provided for by national law, the remuniematommittee shall include one or
more employee representatives.

When preparing the decisions referred to ingragh 2, the remuneration committee
shall take into account the public interest andidhg-term interests of shareholders,
investors and other stakeholders in the investtirent

Article 32 (unchanged COM text)
Oversight of remuneration policies

Member States shall ensure that competent atiéisorcollect the information
disclosed in accordance with points (c), (d) apa{fArticle 51 of[Regulation (EU)
---/----[IFR] and use that information to benchmagknuneration trends and practices.
Competent authorities shall provide that informatio EBA.

EBA shall use the information received from toenpetent authorities in accordance
with paragraph 1 to benchmark remuneration trendspaactices at Union level.

EBA, in consultation with ESMA, shall issue gelides on the application of sound
remuneration policies. Those guidelines shall tak® account at least the
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requirements referred to in Articles 28 to 31 amidigiples on sound remuneration
policies set out in Commission Recommendation ZXR9EC.

Member States shall ensure that investment fipnawvide competent authorities,
where requested, with information on the numbenaitiral persons per investment
firm that are remunerated EUR 1 million or more fieancial year, in pay brackets
of EUR 1 million, including information on theirljaesponsibilities, the business area
involved and the main elements of salary, bonusg-term award and pension
contribution. Competent authorities shall forwahéttinformation to EBA, which
shall publish it on an aggregate home Member Siagés in a common reporting
format. EBA, in consultation with ESMA, may elabrauidelines to facilitate the
implementation of this paragraph and to ensurectimsistency of the information

collected.

Note: this compromise should be seen in conjunctioin Compromise IA regarding
environmental, social, or governance (ESG) risksd avith Compromise P on the review
clause regarding ESG risks (Article 60, paragrapipaint aa (new))

2

Commission Recommendation 2009/384/EC of 30 A#19 on remuneration policies in the financial

services sector (OJ L 120, 15.5.2009, p. 22).
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DRAFT COMPROMISE IA (new)

ESG Factors

Bold/italics text represents changes to the Commission proposal.

Article 32a (new, adapted from ECON Final ReportRD V), Article 98(7c))

The EBA shall investigate on the introduction ofdenical criteria related to exposures to activities
associated substantially with environmental, soci@nd governance objectives (ESG) for the
supervisory review and evaluation process of riskith a view to assess possible sources and effects
of such risks on investment firms, taking into aaoat the ESG taxonomy [add reference to legal text
when available].

For the purpose of the first subparagraph, the EBAport shall comprise at least the following:

(a) the definition of ESG-related risks, physicakks, and transition risks; including
risks related to the depreciation of assets duedgulatory change, qualitative and
guantitative criteria and metrics relevant for ass@ng such risks, as well as a
methodology for assessing whether such risks magein the short, medium, or
long term and could have a material financial impgon an investment firm;

(b) an assessment whether significant concentrasmf specific assets might increase
ESG-related risks, physical risks, and transitioisks for an investment firm;

(c) the description of the processes which an irtmeant firm may use to identify,
assess, and manage ESG-related risks, physicakreskd transition risks;

(d) the criteria, parameters and metrics which supisors and institutions may use to
assess the impact of short, medium and long termGE®lated risks for the
purposes of the supervisory review and evaluatioogess.

The EBA shall submit a report on its findings to ¢hEuropean Parliament, the Council, and the
Commission, by [two years after the date of entroiforce of this Directive].

On the basis of this report, the EBA may, if apprigie, adopt guidelines to introduce criteria reked
to ESG-related risks for the supervisory review aghluation process which take into account the
findings of the EBA report referred to in this Artie.
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DRAFT COMPROMISE J

Title IV Chapter Il Section 3 (Articles 33, 34): [@rvisory review and
evaluation process (SREP)

Bold/italics text represents changes to the Commission proposal.

COVERING AMs142-153, JURI 46

Article 33
Supervisory review and evaluation

Competent authorities shall review the arrangesjestrategies, processes and
mechanisms implemented by investment firms to cgmyth this Directive and
[Regulation (EU) ---/----[IFR] and evaluate all tfe following to ensure a sound
management and coverage of their risks:

(@) the risks referred to in Article 27;
(b) the geographical location of an investment firnxgasures;
(c) the business model of the investment firm;

(d) the assessment of systemic risk, taking into adctm identification and
measurement of systemic risk under Article 23 ofgiRation (EU) No
1093/2010 or recommendations of the ESRB;

(da) the risks posed to the security of network and imf@tion systems that
investment firms use in their operations to ensucenfidentiality, integrity
and availability of their processes and datgAM 145 von Weizséacker and
Delvaux)

(e) the exposure of investment firms to the interesé risk arising from non-
trading book activities;

(f)  governance arrangements of investment firms amdltility of members of the
management body to perform their duties.

Member States shall ensure that competent atiisorestablish the frequency and
intensity of the review and evaluation referredntgparagraph 1 having regard to the
size, systemic importance, nature, scale and cotiplef the activities of the
investment firms concerned and taking into accotprinciple of proportionality.

Competent authorities shall perform the review refed to in paragraph 1 with
respect to firms meeting the conditions set outdirticle 12(1) of [Regulation (EU)
---/----[IFR] only where they decide that such rexw is required by the size, systemic
importance, nature, scale and complexity of theigities of these firms(AM 148
by the Rapporteur)

Member States shall ensure that, where a resfews that an investment firm may
pose systemic risk as referred to in Article 23Refgulation (EU) No 1093/2010,
competent authorities inform EBA without delay abthe results of that review.

Competent authorities shall take appropriatmaatvhere the review and evaluation
referred to in point (e) of paragraph 1 has shdva the economic value of equity of
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an investment firm has declined by more than 15 #sdier 1 capital as a result of
a sudden and unexpected change in interest rates @st in any of the six supervisory
shock scenarios applied to interest rates, asfgmban the [Commission Delegated
Regulation adopted pursuant to Article 98 (5) afebiive 2013/36/EU].

When conducting the review and evaluation refto in point (f) of paragraph 1,

competent authorities shall have access to agemilastes and supporting documents
for meetings of the management body and its coregsitand the results of the
internal or external evaluation of performancehef tnanagement body.

The Commission shall be empowered to adopt dedegacts in accordance with
Article 54 to further specify details to ensurettiihe arrangements, strategies,
processes and mechanisms of investment firms erssweund management and
coverage of their risks. The Commission shall thgtaeke into account developments
in financial markets, and in particular the emergenf new financial products,
developments in accounting standards and develogmémat facilitate the
convergence of supervisory practices.

Article 34
Ongoing review of the permission to use internatiet®

Member States shall ensure that competent atiéisoreview on a regular basis, and
at least every 3 years, investment firms' compkanith the requirements for the
permission to use internal models as referred triicle 22 of [Regulation (EU) ---
/----]. Competent authorities shall in particulaavie regard to changes in an
investment firm's business and to the implememaifdhose models to new products,
and review and assess whether the investment fies well developed and up-to-
date techniques and practices for those models.p€mmt authorities shall ensure
that material deficiencies identified in the coxggaf risk by an investment firm's
internal models are rectified, or take steps tagaie their consequences, including
by imposing capital add-ons or higher multiplicatiactors.

Where, for internal risk-to-market models, nuowesr overshootings as referred to in
Article 366 of Regulation (EU) No 575/2013 indicakat the models are not or are
no longer accurate, competent authorities shalbkewvthe permission to use the
internal models or impose appropriate measuresngure that the models are
improved promptlyand within a set timeframg(AM 153 Giegold)

Where an investment firm that has been granteahission to use internal models no
longer meets the requirements for applying thosdatsp competent authorities shall
require either demonstration that the effect of -nompliance is immaterial or
presentation of a plan and a deadline to complig Wibse requirements. Competent
authorities shall require improvements to the prexk plan where that plan is
unlikely to result in full compliance or where tteadline is inappropriate.

Where it is unlikely that the investment firm shedimply by the prescribed deadline
or has not satisfactorily demonstrated that thectff non-compliance is immaterial,
Member States shall ensure that competent aut®rigvoke the permission to use
internal models or limit it to compliant areas orthose areas where compliance can
be achieved by an appropriate deadline.
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4. EBA shall analyse internal models across investnfirms and shall analyse how
investment firms using internal models treat simiisks or exposures.

In order to promote consistent, efficient and dffec supervisory practices, EBA
shall, on the basis of that analysis and in acearéavith Article 16 of Regulation
(EU) No 1093/2010, develop guidelines with benchmamn how investment firms
should use internal models and how those interoalets should treat similar risks or
exposures.

Member States shall encourage competent authdottege into account that analysis
and those guidelines for the review referred tparagraph 1.

Note: this compromise should be seen in conjunctigin Compromise IA regarding
environmental, social, or governance (ESG) risksd avith Compromise P on the review
clause regarding ESG risks (Article 60, paragraplpdint aa (new))
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Articles 35, 36: Supervisory measures, supervipowers

DRAFT COMPROMISE K

Bold/italics text represents changes to the Commission proposal.

COVERING AMs 154/155, 157-162, JURI47/48

Competent authorities shall require investment dimm take, at an early stage, the measures

Article 35
Supervisory measures

necessary to address the following problems:

(a) the investment firm does not meet the requiremeftsis Directive or of
[Regulation (EU) ---/----[IFR];

(b) competent authorities have evidence that the invest firm is likely to
breach [Regulation (EU) ---/----[IFR] or the proiias transposing this
Directive within the next 12 months.

Article 36
Supervisory powers

1. Member States shall ensure that competent atitisdnave the necessary supervisory
powers to intervene in the exercise of their funmgdiinto the activity of investment
firms in a proportionate way(AM 155 by the Rapporteur)

2. For the purposes of Article 33, Article 34(3pakrticle 35 and of the application of
[Regulation (EU)---/----[IFR], competent author#ishall have the following powers:

@

(b)

©

to require investment firms to have additional tapin excess of the
requirements set out in Article 11 of [Regulati&Uj ---/----[IFR], under the
conditions laid down in Article 37 of this Directy or to adjust the capital
required in case of material changes in the busioEthose investment firms;

to require the reinforcement of the arrangemen;gsses, mechanisms and
strategies implemented in accordance with Artiel2sand 24;

to require investment firms to present a plan tongly with supervisory
requirements pursuant to this Directive and to [Ratipn (EU) ---/----[IFR], to
set a deadlinevhich shall not exceed one yedAM 157 Giegold)for the
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implementation of that plan and require improversdntthat plan regarding
scope and deadline;

(d) to require investment firms to apply a specificyismning policy or treatment
of assets in terms of capital requirements;

(e) to restrict or limit the business, operations dmmek of investment firms or to
request the divestment of activities that pose ®sive risks to the financial
soundness of an investment firm;

(f) to require the reduction of the risk inherent i thctivities, products and
systems of investment firms, including outsourcetivdies;

(g) torequire investment firms to limit variable renenation as a percentage of net
revenues where that remuneration is inconsistetit thie maintenance of a
sound capital base;

(h) to require investment firms to use net profitsttersgthen own funds;

(i) to restrict or prohibit distributions or interestyments by an investment firm to
shareholders, members or holders of Additional Tiémstruments where that
prohibition does not constitute an event of defafithe investment firm;

(j) to impose additional or more frequent reportinguisgments to those set out in
this Directive and [Regulation (EU) ---/----[IFRpcluding reporting on capital
and liquidity positions;

(k) to impose specific liquidity requirements;
() to require additional disclosures-er-an-ad-heesb@sM 159 Giegold)

(la) to require investment firms to reduce risks posexthe security of their
network and information systems to ensure confidality, integrity and
availability of the processes and da{@&M 160 Delvaux)

For the purposes of point (j), competent autharitieay only impose additional or more
frequent reporting requirements on investment fimhere the information to be reported is
not duplicative and one of the following conditiaesnet:

(@) either of the conditions referred to in pointsdajb) of Article 35 has been met;

(b) the competent authority considers it necessarptioeg the evidence referred to
in Article 35(b).

(ba) the additional information is required for the dut&én of the institution’s
supervisory review and evaluation process as reddrto in Article 33.(AM
161 Giegold)

Information shall be deemed as duplicative wheeeetimpetent authority already has the same
or substantially the same information, where thd#brimation may be produced by the
competent authority or may be obtained by the saongetent authority through other means
than a requirement on the investment firm to refioA competent authority shall not require
additional information where the information is #able to the competent authority in a
different format or level of granularity than theéditional information to be reported and that
different format or granularity does not preventfrbm producing substantially similar
information.
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DRAFT COMPROMISE L

Articles 37, 38: Additional capital requirementsigauidance on capital
adequacy

Bold/italics text represents changes to the Commission proposal.

COVERING AMs163-178, JURI 49

Article 37
Additional capital requirement

1. Competent authorities shall impose the additioapital requirement referred to in
Article 36(2)(a) only where, on the basis of theieavs carried out in accordance with
Articles 35 and 36, they conclude that an investrfiem is in one of the following
situations:

(@) the investment firm is exposed to risks or elemeifitdsks that are not
sufficiently covered by onef the K-factors set out in [Regulation (EU)

---I---[IFR] covered-or-notsufficiently-covered-by the-capitgjuirement
seteutin-Part Three-of [Regulation(EU)—/FR] (AM 167 by the
Rapporteur)

(b) the investment firm does not meet the requiremsett®ut in Articles 22
and 24 and other administrative measures are Umliie sufficiently
improve the arrangements, processes, mechanismstrategies within
an appropriate timeframe;

(c) the prudential valuation of the trading book isuiffisient to enable the
investment firm to sell or hedge out its positianihin a short period
without incurring material losses under normal netidonditions;

(d) the evaluation carried out in accordance with Aeti®4 shows that
noncompliance with the requirements for the appbiceof the permitted
internal models will likely lead to inadequate lbsvef capital;

(e) the investment firm repeatedly fails to establishmaintain an adequate
level of additional capital as set out in Articl&(3).




24.

35.

46.

Competent authorities shall require investnfients to meet the additional capital
requirement referred to in Article 36(2)(a) with mviunds subject to the following
conditions:

(a) at least three quarters of the additional cap@gluirement shall be met
with Tier 1 capital;

(b) at least three quarters of the Tier 1 capital staltomposed of CET 1
capital;

(c) those own funds shall not be used to meet arhyeafapital requirements
set out in points (a), (b) and (c) of Article 11[Begulation (EU) ---/---
-[IFR].

Competent authorities shall substantiate iitingr their decision to impose an

additional capital requirement as referred to iticle 36(2)(a) by giving a clear

account of the full assessment of the elementsreefeo in paragraphs2+e-3.4 of this
Article. That includes, in the case set out in geaiph 1(d) of this Article, a specific

statement of why the level of capital establisheddcordance with Article 38(1) is

no longer considered sufficient.

EBA, in consultation with ESMA, shall develdmft regulatory technical standards
to:

(a) define the risks and elements of risks that 8Hee considered as not covered by
the K-factors and for those risks and elements wkrdefine indicative quantitative
metrics and qualitative risk assessments to be usgdompetent authorities set out
in [Regulation (EU) ---/---[IFR]

(b) define the notion of “not sufficiently coveredas referred in point (a) of
paragraph 1.

(c) define in which casethe competent authorities are allowed to imposeitiddal
capital required where the amounts, types and dmition of capital considered
adequate are higher than the investment firm's cegbirequirement set out in Part
Three of [Regulation (EU) ---/---[IFR].

(d) define maximum amounts of additional capital @ could be imposed on
investments firms.

EBA shall ensure that the draft regulatory techngtandards are proportionate in
light of:

(i) the implementation burden on investment firms eompetent authorities;

(ii) the possibility that the higher level of capitadjuirements that apply where
investment firms do not use internal models mayifjushe imposition of
lower capital requirements when assessing risks edehents of risks in
accordance with paragraph 2.
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EBA shall submit those draft regulatory technidainslards to the Commission by
[nine months from the date of entry into force @f Birectivg.

Power is conferred on the Commission to adopt égelatory technical standards in
accordance with Articles 10 to 14 of Regulation B¢ 1093/2010.

Article 38
Guidance on capital adequacy

Competent authorities shall ensure that investrfiens have a level of capital that,
based on Article 22, is sufficiently above the riegments set out in Part Three of
[Regulation (EU) --/----[IFR] and in this Directiyéncluding the additional capital

requirements referred to in Article 36(2)(a), teere that:

(@) cyclical economic fluctuations do not lead to adefeof those requirements;

(b) the investment firm's capital can absorb the pa@klusses and risks identified
pursuant to supervisory review processes.

Competent authorities shall regularly review léaeel of capital that has been set by
each investment firm in accordance with paragraphant, where relevant,
communicate the conclusions of that review to theestment firm concerned,
including any expectation for adjustments to theeleof capital established in
accordance with paragraphSuch a communication shall include the date by wic
the competent authority requires the adjustmenti® completedAM 176 Giegold)

Recital 19 is amended as follows:

(19)

Supervisory review and evaluation powers shouldicoe to remain an important
regulatory tool allowing competent authorities tesess qualitative elements,
including internal governance and controls, risk negement processes and
procedures and, where needed, to set additionairezgents, including in particular
in relation to capital and liquidity requirementS8ompetent authorities shall set
additional capital requirements only for those riskvhich are notateady covered
or sufficiently covered by k-factors as set outRart Three of [Regulation (EU) ---
/---[IFR]. It is clarified that the provisions regeding additional capital
requirements referred to in Article 37 (2) only alypto firms which do not meet the
criteria defined in Article 12 of [Regulation (EU--/---[IFR].
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DRAFT COMPROMISE M

Article 51: Assessment of third countries’ supennsand other supervisory
techniques

Bold/italics text represents changes to the Commission proposal.

COVERING AMs185-190

Article 51 (unchanged COM text)
Assessment of third countries’ supervision andragheervisory techniques

1. Member States shall ensure that where an inegstfitm, the parent undertaking of
which has its head office in a third country, i sobject to effective supervision at
group level, the competent authorities assessethethihe investment firm is subject
to supervision by the third-country supervisoryhauity which is equivalent to the
supervision set out in this Directive and in Pane@f [Regulation (EU) ---/----[IFR].

2. Where the assessment referred to in paragrajmdudes that no such equivalent
supervision applies, Member States shall applytbeisions set out in this Directive
and [Regulation (EU) ---/----[IFR] to the investntefirm or shall allow for
appropriate supervisory techniques which achieve dbjectives of supervision
regarding compliance with the group capital testose in [Regulation (EU) ---/----
[IFR]. Those supervisory techniques shall be detitdg the competent authority
which would be the group supervisor had the panedertaking been established in
the Union, after consultation with the other corepetauthorities involved. Any
measures taken pursuant to this paragraph shalbtieed to the other competent
authorities involved, to EBA and to the Commission.

3. The competent authority which would be the grawpervisor had the parent
undertaking been established in the Union mayartiqular, require the establishment
of an investment holding company or mixed finanbialding company in the Union
and apply Article 7 of [Regulation (EU) ---/----[R to that investment holding
company or that mixed financial holding company.
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DRAFT COMPROMISE N

Article 57: Amendments to Directive 2013/36/EU

Bold/italics text represents changes to the Commission propmsathere applicable, to the
original text of Directive 20113/36/EU.

COVERING AMs 12-13, 191-195

Article 57
Amendments to Directive 2013/36/EU

Directive 2013/36/EU is amended as follows:

(&8 in the title, the words ‘and investment firnese deleted;
2) Article 1 is replaced by the following:

‘“ Article 1
Subject matter
This Directive lays down rules concerning:
(a) access to the activity of credit institutions;

(b) supervisory powers and tools for the prudentialesvipion of credit
institutions by competent authorities;

(c) the prudential supervision of credit institutions dompetent authorities
in a manner that is consistent with the rules seétim Regulation (EU)
No 575/2013;

(d) publication requirements for competent authorities the field of
prudential regulation and supervision of credititngons.”;

3) Article 2 is amended as follows:
(a) paragraph 1 is replaced by the following:
“1. This Directive shall apply to credit institutie.”;
(b) paragraphs 2 and 3 are deleted;
(c) in paragraph 5, point (1) is deleted;
(d) paragraph 6 is replaced by the following:

“6. The entities referred to in points (3) to (24 paragraph 5 and
in the delegated acts adopted in accordance witigpephs 5a and 5b of
this Article shall be treated as financial insiitas for the purposes of
Article 34 and Title VII, Chapter 3.”;

4) Article 3(1) is amended as follows:
(@) point (3) is replaced by the following:

35



Q)

(6)

“3) ‘institution’ means institution as referred ito Article 4(1)(3) of
Regulation (EU) ---/----*[IFR].”;

(b) point (4) is deleted,;

Article 5 is replaced by the following:

“Article 5
Coordination within Member States

Member States that have more than one competembrétyitfor the prudential
supervision of credit institutions and financiadtitutions shall take the requisite
measures to organise coordination between thoberéigs.”;

the following Article 8a is inserted:

‘“ Article 8a
Specific requirements for authorisation of credititutions referred to in
Article 4(1)(1)(b) of Regulation (EU) No 575/2013

1. Member States shall require the undertakingsned to in Article 4(1)(1)(b)
of Regulation (EU) No 575/2013 which have alreattyamed an authorisation
pursuant to Title Il of Directive 2014/65/EU to suoib an application for
authorisation in accordance with Article 8, at dtest on the following dates:

(a) when the average of monthly total assets, tzkd over a period of twelve
consecutive months, exceeds EUR 30 billion; or

(b) when the average of monthly total assets calledlover a period of twelve
consecutive months is below EUR 30 billion, anduhdertaking is part of
a group in which the combined value of the totakss of all undertakings in
the group that carry out any of the activities mefd to in points (3) and (6)
of Section A of Annex | of Directive 2014/65/EU ahave total assets below
EUR 30 billion, calculated as an average over ageaf twelve consecutive
months, exceeds EUR 30 billion.

2. The undertakings referred to in paragraph 1 owfinue carrying out the
activities referred to in Article 4(1)(1)(b) of Relgtion (EU) No 575/2013 until
they obtain the authorisation referred to in theagraph.

3. By way of derogation from paragraph 1, undeénigd referred to in Article
4(1)(1)(b) of Regulation (EU) No 575/2013 that atate of entry into force of
Directive (EU) ---/----[IFD] - 1 day are carrying out activities as investment firms
authorised under Directive 2014/65/EU, shall afphauthorisation in accordance
with Article 8 within [1 year + 1 day after entry into force of Directi{ieU) ---/--
--[IFD].

4. Where the competent authority, after receivitig information in
accordance with Article [95a] of Directive 2014/B%, determines that an
undertaking is to be authorised as a credit ingitun accordance with Article 8
of this Directive, it shall notify the undertakiramd the competent authority as
defined in Article 4(1)(26) of Directive 2014/65/Elnd shall take over the
authorisation procedure from the date of that roatifon.
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(72)

(7b)

(8)

©

(10)

4a. In case of re-authorisation, EBA shall ensurédt the process is as
streamlined as possible and that information fronxigting authorisations is
taken into account(AM 195 by the Rapporteur)

5. EBA shall develop draft regulatory technicahstards to specify:

(a) the information to be provided by the undergkito the competent
authorities in the application for the authorisatimcluding the programme
of operations provided for in Article 10;

(b) the methodology for calculating the threshaleferred to in paragraph 1.

Power is delegated to the Commission to adoptebelatory technical standards
referred to in points (a) and (b) in accordancé witticles 10 to 14 of Regulation
(EU) No 1093/2010.

EBA shall submit those draft technical standardeéadCommission bylpt January
2019.

in Article 18 the following point (aa) is insed:

"(aa) uses its authorisation exclusively to engmgthe activities referred to in
Article 4(1)(1)(b) of Regulation (EU) No 575/2018dahas for a period of 5
consecutive years average total assets belowteshtblds set out in that Article;”;

in Article 20, paragraph 2 is replaced by tf@lowing:

"2. EBA shall publish on its website, and shall atedreguladyat least annually a list
of the names of all credit institutions that haee granted authorisatiofAM 12 by
the Rapporteur)

in Article 20, the following paragraph is insed:

"3a. The list referred to in paragraph 2 of this Aicle shall include the names of
undertakings referred to in point (1)(b) of Articld(1) of Regulation (EU)

No 575/2013 and shall identify those credit instians as such. That list shall also
outline any changes in comparison with the previousrsion of the list."(AM 13 by
the Rapporteur)

Title IV is deleted;

in Article 51(1), the first subparagraph isleged by the following:

“The competent authorities of a host Member Stady mequest the consolidating
supervisor, where Article 112(1) applies, or thenpetent authorities of the home
Member State, that a branch of a credit institusioall be considered as significant.”;

in Article 53, paragraph 2 is replaced byfthiwing:

“2. Paragraph 1 shall not prevent the competerticaities from exchanging
information with each other or transmitting inforiiea to the ESRB, EBA, or the
European Supervisory Authority (European Securiied Markets Authority)
("ESMA") established by Regulation (EU) No 1095/Q0®f the European
Parliament and of the Council* in accordance wiiis Directive, with Regulation
(EU) No 575/2013, with Directive (EU) ---/----[IFD] on the prudential
supervision of investment firjpnswith other Directives applicable to credit

37



institutions, with Article 15 of Regulation (EU) NE092/2010, with Articles 31,
35 and 36 of Regulation (EU) No 1093/2010 and véitticles 31 and 36 of
Regulation (EU) No 1095/2010. That information $balsubject to paragraph 1.”;

*

Regulation (EU) No 1095/2010 of the Europeani&aent and of the Council of 24 November
2010 establishing a European Supervisory AuthotEyropean Securities and Markets
Authority), amending Decision No 716/2009/EC andgeaing Commission Decision
2009/77/EC (OJ L 331, 15.12.2010, p. 84).

(12) in Article 66(1), the following point (aa) iisserted:

“(aa) carrying out at least one of the activitie$erred to in Article 4(1)(1)(b) of
Regulation (EU) No 575/2013 and exceeding the Huolesindicated in that Article
without being authorised as a credit institution.”;

(12) in Article 76(5), the last sentence is deleted
(13) in Article 86, paragraph 11 is replaced byftiiowing:

(14)
(15)

“11. Competent authorities shall ensure that intihs have in place liquidity
recovery plans setting out adequate strategiep@mer implementation measures
to address possible liquidity shortfalls, includingelation to branches established
in another Member State. Competent authoritied gingure that those plans are
tested by the institutions at least annually, updatn the basis of the outcome of
the alternative scenarios set out in paragrapéfrted to and approved by senior
management, so that internal policies and processede adjusted accordingly.
Institutions shall take the necessary operatiotepssin advance to ensure that
liquidity recovery plans can be implemented immtalja Those operational steps
shall include holding collateral immediately avhlka for central bank funding.
This includes holding collateral in the currencyamfother Member State where
necessary, or the currency of a third country tactwithe credit institution has
exposures, and where operationally necessary vitibiterritory of a host Member
State or of a third country to whose currency #xposed.”;

in Article 110, paragraph 2 is deleted,;
in Article 114, paragraph 1 is replaced byftilowing:

“l.  Where an emergency situation arises, includisguation as described in
Article 18 of Regulation (EU) No 1093/2010 or ausiion of adverse
developments in markets, which potentially jeopsedithe market liquidity and
the stability of the financial system in any of tdember States where entities
of a group have been authorised or where signifibeanches as referred to in
Article 51 are established, the consolidating super shall, subject to Chapter
1, Section 2, and where applicable Section 2 ofp@hal of Title IV of
[Directive (EU) ---/----[IFD] of the European Parliament and of the Council]*,
alert as soon as is practicable, EBA and the altigmreferred to in Article
58(4) and Article 59 and shall communicate all infation essential for the
pursuance of their tasks. Those obligations shpfilyato all competent
authorities.

38



(16)

(17

(18)
(19)
(20)
(21)

*

(b)

(©

[ Directive (EU) ---/----of the European Parliament and of the Council of
...... on.......];"”

Article 116 is amended as follows:
(@) paragraph 2 is replaced by the following:

2. The competent authorities participating in tbéeges of supervisors
and EBA shall cooperate closely. The confidengaliéquirements under
Title VII, Chapter 1, Section Il of this Directiveand, where applicable,
Section 2 of Chapter | of Title IV ofirective (EU) ---/----[IFD] shall not
prevent the competent authorities from exchangorgidential information
within colleges of supervisors. The establishmentfanctioning of colleges
of supervisors shall not affect the rights and oesbilities of the competent
authorities under this Directive and under RegatatEU) No 575/2013.";

paragraph 6 is replaced by the following:

“6. The competent authorities responsible for thepesvision of
subsidiaries of an EU parent institution or an EdJept financial holding
company or EU parent mixed financial holding compand the competent
authorities of a host Member State where signifitmanches as referred to
in Article 51 are established, ESCB central barkspropriate, and third
countries' supervisory authorities where approgriand subject to
confidentiality requirements that are equivalent, the opinion of all
competent authorities, to the requirements undés Vil, Chapter 1, Section
Il of this Directive and, where applicable, undexcton 2 of Chapter | of
Title IV of [Directive (EU) ---/---[IFD] Directive 20xx/xx/EU may
participate in colleges of supervisors.”;

paragraph 9 is replaced by the following:

“9. The consolidating supervisor, subject to the nfidentiality
requirements under Title VII, Chapter 1, Sectiondfi this Directive, and
where applicable, under Section 2 of Chapter lité TV of [Directive (EU)
---/---[IFD] , shall inform EBA of the activities of the collegésupervisors,
including in emergency situations, and communitateBA all information
that is of particular relevance for the purposesugfervisory convergence.”;

in Article 125, paragraph 2 is replaced byftilowing:

“2. Information received, within the framework afupervision on a
consolidated basis, and in particular any exchasfgenformation between
competent authorities which is provided for in thisective, shall be subject to
professional secrecy requirements at least equivate those referred to in
Article 53(1) of this Directive for credit institioins or under Article 13 of
[Directive (EU) ---/----[IFD].”;

in Article 128, the second subparagraph istedt
in Article 129, paragraphs 2, 3 and 4 aretddte
in Article 130, paragraphs 2, 3 and 4 aretddte
in Article 143(1), point (d) is replaced byetfollowing:

“(d) without prejudice to the provisions set oufTile VII, Chapter 1, Section
Il of this Directive and where applicable, the psiens set out in Title IV,
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Chapter 1, Section 2 objrective (EU) ---/----[IFD], aggregate statistical data
on key aspects of the implementation of the prudeftamework in each
Member State, including the number and nature pésiisory measures taken
in accordance with Article 102(1)(a) and of adntirgsitve penalties imposed in
accordance with Article 65.";
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DRAFT COMPROMISE O

Article 58, 58a (new): Amendments to Directive 2GBIEU

Bold/italics text represents changes to the Commission propmsathere applicable, to the
original text of Directive 2014/65/EU.

COVERING AMs 196-200, JURI52

Article 58 (unchanged COM text)
Amendments to Directive 2014/65/EU

Directive 2014/65/EU is amended as follows:

Q) in Article 8, point (a) is replaced by the falling:

“(@) no longer meets the conditions under whictharisation was granted,
such as compliance with the conditions set outRedulation (EU) ---/----
[IFR]";

(2) Article 15 is replaced by the following:

“Article 15
Initial capital endowment

“Member States shall ensure that the competenbati#s do not grant authorisation
unless the investment firm has sufficient initiapital in accordance with the
requirements of Article 8 ofjirective (EU) ---/----[IFD], having regard to the nature
of the investment service or activity in question.”

3) Article 41 is replaced by the following:

Article 41
Granting of the authorisation
“1. The competent authority of the Member State nghtbe third-country firm has

established or intends to establish its branch shé} grant authorisation where the
competent authority is satisfied that:

(a) the conditions under Article 39 are fulfilled; and

(b) the branch of the third-country firm will be abtedomply with the provisions
referred to in paragraphs 2 and 3.

The competent authority shall inform the third-courfirm, within six months of
submission of a complete application, whether ar the authorisation has been
granted.

2. The branch of the third-country firm authorisedaccordance with paragraph 1,
shall comply with the obligations laid down in Adés 16 to 20, 23, 24, 25 and 27,
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Article 28(1), and Articles 30, 31 and 32 of thigdative and in Articles 3 to 26 of
Regulation (EU) No 600/2014 and the measures adquiesuant thereto and shall be
subject to the supervision of the competent autharithe Member State where the
authorisation was granted.

Member States shall not impose any additional requénts on the organisation and
operation of the branch in respect of the mattexgied by this Directive and shall
not treat any branch of third-country firms moredarably than Union firms.

Member States shall ensure that competent augnitotify ESMA on an annual
basis of the number of branches of third-countmydi active on their territory.

3. The branch of the third-country firm that istarised in accordance with paragraph
1 shall report to the competent authority referredn paragraph 2 the following
information on an annual basis:

(a) the scale and scope of the services and actiwfiearried out by the branch in
that Member State;

(b) the turnover and the aggregated value of the assetsponding to the services
and activities referred to in point (a);

(c) a detailed description of the investor protectiora@gements available to the
clients of the branch, including the rights of thadients resulting from the
investor-compensation scheme referred to in Ar88E2)(f);

(d) their risk management policy and arrangements egdy the branch for the
services and activities referred to in point (a).

4. The competent authorities referred to in gaaph 2, the competent authorities of
entities that are part of the same group to whidmdthes of third-country firms
authorised in accordance with paragraph 1 belomg, BSMA and EBA shall
cooperate closely to ensure that all activitiethaf group in the Union are subject to
comprehensive, consistent and effective supervisiascordance with this Directive,
Regulation 600/2014, Directive 2013/36/EU, Regolati(EU) No 575/2013,
Directive Directive (EU) ---/---* [IFD], and Regulation [Regulation (EU) ---/----*
[IFR].

5. ESMA shall develop draft regulatory technicanstards to further specify the
information referred to in paragraph 3.

ESMA shall submit those draft regulatory techngtaindards to the Commission by
[date to be inserted].

Power is delegated to the Commission to adopt ¢gelatory technical standards
referred to in the first subparagraph in accordamitie Article 15 of Regulation (EU)
No 1095/2010'.

6. ESMA shall develop draft implementing technist@ndards to specify the format
in which the information referred to in paragrapis 3o be reported to the national
competent authorities.

ESMA shall submit those draft implementing techh&tandards to the Commission
by [date to be inserted].

Power is delegated to the Commission to adoptrtipéeimenting technical standards
referred to in the first subparagraph in accordamitie Article 15 of Regulation (EU)
No 1095/2010.".

42



4) in Article 81(3), point (a) is replaced by tolowing:

“(a) to check that the conditions governing theirigkup of the
business of investment firms are met and to fatdithe monitoring of the
conduct of that business, administrative and addoginprocedures and
internal-control mechanisms;”;

(5) the following Article 95a is inserted:
* Article 95a

Transitional provision on the authorisation of cieidistitution referred to in
Article 4(1)(1)(b) of Regulation (EU) No 575/2013

Competent authorities shall inform the competethi@rity referred to in Article
8 of Directive 2013/36/EU where the envisaged tagsets of an undertaking
which has applied for authorisation pursuant téeTitof this Directive before
[date of entry into force of Directive (EU) ---/f}FD] in order to carry out the
activities referred to in points (3) and (6) of 8at A of Annex | exceeds EUR
30 billion, and notify the applicant thereof.”.

Article 58a (new)
Amendment to Directive 2014/59/EU

In Article 2(1), point (3) is replaced by the foing:

“(3) ‘investment firm’ means an investment firm @afined in point (2) of Article 4(1) of
Regulation (EU) No 575/2013 that is subject to ithigal capital requirement laid down in
Article 28(2) 8(1) of Birestive—2043/36/EU) [Directive (EU) ---/---- [IFD]];” (AM 200
Delvaux)
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DRAFT COMPROMISE P

Article 60: Review clause

Bold/italics text represents changes to the Commission proposal.

COVERING AMs 201-205, JURI53

Article 60
Review

By [three years after the date of application of thisebtive and Regulation (EU) ---/----
[IFR]] the Commission, in close cooperation with EBA d&8MA, shall submit a report,

together with a legislative proposal if appropriate the European Parliament and to the
Council, on the following:

(a) the provisions on remuneration in this Directive anRegulation (EU) ---/---- [IFR]
as well as in UCITS and AIFMD with the aim of achitng a level playing field
for all investment firms active in the Unian/AM 202 Giegold)

(aa) an assessment on

i) whether any environmental, social, or governan¢eSG) risks shall be
considered for an investment firm'’s internal goveance;

ii) whether any ESG risks shall be considered fon danvestment firm’'s
remuneration policy;

iii) whether any ESG risks shall be considered fitve treatment of risks; and

iv) whether ESG risks shall be included into the pmrvisory review and
evaluation process.

The assessment shall take into account the EBA mepeferred to in Article 32a,
and the taxonomy on sustainable finance [add refece to legal text once
available](proposal by the Rapporteur, slightly redrafted)

(b) the effectiveness of information-sharing arrangehander this Directive;

(c) the cooperation of the Union and Member States wfihd countries in the
application of this Directive and of Regulation (E4}-/---- [IFR];

(d) the implementation of this Directive and Regulatigt)) ---/----[IFR] to investment
firms on the basis of their legal structure or orghg model.
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DRAFT COMPROMISE Q

Article 3: Definitions

Bold/italics text represents changes to the Commission profgbEarE: this compromise is
formally not a compromise amendment but an oralradment.]

Article 3
Definitions

[-]

(22) 'management body in its supervisory functiorans the management body in its
supervisory functioras defined in Article 3(8) of Directive 2013/36/E&tting-in-its+ole-of
a\V7a) I and moni na—m m ision ma |n
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DRAFT COMPROMISER

Recital 27: IPU requirement

Bold/italics text represents changes to the Commission profdd8alE: this compromise
formally not a compromise amendment but an oralrainent.]

(27)

To ensure legal certainty and avoid overlaps betwdee current prudential
framework applicable to both credit institutionsdamvestment firms and this
Directive, Regulation (EU) No 575/2013 and Direet®013/36/EU are amended in
order to remove investment firms from their scdpewever, investment firms-which
are-part-of-a-banking-greup should remain subthdse provisions in Regulation
(EU) No 575/2013 and Directive 2013/36/EU which aetevant for the banking
group, such as the provisions on the intermediategp&rent undertaking referred to
in [Article 21b] of Directive 2013/36/EU and to theles on prudential consolidation
set out in Chapter 2 of Title 2 of Part One of Ragon (EU) No 575/2013.
(Compromise proposal as follow-up of shadows’ mgetin 11 September 2018 and
ECB opinion)
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