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EXPLANATORY MEMORANDUM

CONTEXT OF THE DELEGATED ACT

The Markets in Financial Instruments Regulation (EU) No 600/2014 (MiFIR)
requires investment firms to report complete and accurate details of transactions in
financial instruments no later than the close of the following working day.

In this context, Article 26(9) of MiFIR empowers ESMA to develop draft requlatory
technica standards to specify further the rules applicable to reporting transactions to
competent authorities by investment firms.

The draft regulatory technical standards were submitted to the Commission on
28 September 2015. In accordance with Article 10(1) of Regulation No (EU)
1095/2010 establishing the ESMA, the Commission shall decide within three months
of receipt of the draft standards whether to endorse them. The Commission may also
endorse the draft standards in part only, or with amendments, where the Union's
interests so require, having regard to the specific procedure laid down in those
Articles.

CONSULTATIONSPRIORTO THE ADOPTION OF THE ACT

In accordance with Article 10 of the Regulation (EU) 1095/2010 ESMA has carried
out a public consultation on the draft regulatory technical standards . A consultation
paper was published on 19 December 2014 on the ESMA website and
the consultation closed on 2 March 2015. In addition, the ESMA invited
sought the views of the Securities and Markets Stakeholder Group (SMSG)
established in accordance with Article 37 of the ESMA Regulation. The SMSG
chose not to provide advice on these issues due to the technical nature of the
standards.

Together with the draft technical standards, and in accordance with the third
subparagraph of Article 10(1) of Regulation (EU) No 1095/2010, the ESMA
has submitted its impact assessment, including the analysis of costs and benefits
related to the draft technical standards. This anaysis is
available at http://www.esma.europa.eu/system/files/2015-esma-1464 annex_ii_-
cha -

draft rts and its on _mifid_ii_and_mifir.pdf

The draft technical standards that were consulted on 19 December 2014 and those
submitted to the Commission in July 2015 did not contain an explicit reference to the
exclusion of collateral transfers from the meaning of transaction.

However, the earlier feedback during the consultation on the MiFID II/MiFIR

Discussion paper! indicated support for an explicit reference. As a result
ESMA wrote to the Commission in April to request the explicit exclusion of
transfer of collateral from transaction reporting. Therefore Article 2(4) of this
regulation has been amended to explicitly exclude collateral transfers from the
reporting obligation.

LEGAL ELEMENTSOF THE DELEGATED ACT

This Regulation lays down rules concerning the harmonised reporting of transactions
to competent authorities. |n particular it sets out the necessary details which need to
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Jreported to Competent Authorities. The regulation further specifies the notion of

reportable transactions and orders.

The requirements are considered to be proportionate and have been tailored as

to minimize the costs for firms whilst providing enough comprehensive information
to Authorities so they can pursue their mandate of market monitoring.
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COMMISSION DELEGATED REGULATION (EV) .../...

of XXX

supplementing Regulation (EU) No 600/2014 of the Eur opean Parliament and of the
Council with regard to regulatory technical standardsfor thereporting of transactions

to competent authorities

(Text with EEA relevance)

THE EUROPEAN COMMISSION,
Having regard to the Treaty on the Functioning of the European Union,

Having regard to Regulation (EU) No 600/2014 of the European Parliament and of
the Council of 15 May 2014 on markets in financia instruments and amending Regulation
(EU) No 648/2012648/2012%, and in particular the third subparagraph of Article 26(9) thereof,

Whereas:

D
2)

®3)

(4)

For-for the purposes of effective data analysis by competent authorities, there should
be consistency in the standards and formats used when reporting transactions..

Given market practices, supervisory experience and market developments,
the meaning of a transaction for reporting purposes should be broad—and-ret-be
exhaustively-defined. It should cover purchases and sales of reportable instruments as
well as other cases of acquisition or disposal of reportable instruments, as these may
also give rise to market abuse concerns. Furthermore, changes to notional amount
may give rise to concerns about possible market abuse esneerhs-as they are similar in
nature to additional purchase or sale transactions. In order for competent authorities to
distinguish those changes from other purchases or sales, information on those changes
should be specifically reported in transaction reports.

Hewever-the-The concept of a transaction should not include acts or events which do
not need to be reported to competent authorities for market surveillance purposes. In
order to ensure that information on such acts and events are-fitered-eut-of-is not
included in transaction repertingreports, they should be specifically excluded from
the meaning of atransaction.

For—the—purpeses—of—¢larifying—In order to clarify which investment firms are

required to report transactions, the activities or services which lead to a transaction
should be definedspecified. Accordingly, an investment firm should be considered to
be executing a transaction where it performs a service or activity referred to in points 1
to—, 2 and 3 of Section A of Annex | ef{to Directive 2014/65/EU} of the European
Parliament and of the Council®, makesthe investment

{4)decision in accordance with a discretionary mandate given by a client, or
transfers financia instruments to or from accounts, provided that in each case that
such services or activities have resulted in a transaction. However, by—way—of
exeeption—in accordance with Article 26(4) of Regulation (EU) No 600/2014,
investment firms which are considered to have

OJL 173, 12.6.2014, p. 84.

Directive 2014/65/EU of the European Parliament and of the Council of 15 May 2014 on markets in
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12.6.2014, p. 349).
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(5)
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netas having executed those transactions.

{6}In order to avoid non-reporting or double reporting by investment firms whe-that
transmit ordersto each other, they—the investment firm that intends to transmit
the order should agree whether—with the firm receiving the transmitted-order whether
the receiving firm will report al the details #r-+s-transactionrepert-of the resulting

transaction or transmit the order onwards to another |nvestment firm. In the absence of

transmrtteel—eletatlecontal ning [aII] the detalls that pertaln to the transactlon that each
investment firm is reporting. Moreover, the details relating to the order to be
transmitted between firms should be preseribed-specified in order to ensure that the
competent authorltles receive mformatlon that |s relevant, accurate and complete

(HFer-the—purpese—of—ensdring—In order to ensure certain and efficient identification

of investment firms responsible for execution of transactions, those firms should
ensure that they are identified in the transaction report submitted pursuant to their
transaction reporting obligation using validated, issued and duly renewed legal entity
identifiers (LEIS).

{8}In order to ensure consistent and robust identification of natural persons referred to
in transaction reports, they should be identified by a concatenation of the country of
their nationality followed by identifiers assigned by the country of nationality of
those persons. Where those identifiers are not available, H—is-necessaryto-identify
natural persons should be identified by identifiers created from a concatenation of their
date of birth and name.

{9BIn order to facilitate market surveillance, client identification should be
consistent, unique and robust. Transaction reports should therefore include the full
name and date of birth of clients whe-that are natural persons and should identify
clients whe-that are legal entities by their LEIs.

20)Persons or computer algorithms which make investment decisions may be
responsible for market abuse. Therefore, in order to ensure effective market
surveillance, where investment decisions are made by a person other than the
client or by a computer algorithm, the persens-person or algorithm should be
identified in the transaction report using unique, robust and consistent identifiers.
Where more than one person in an investment firm makes the investment
decision, the person taking the primary responsibility for the decision should be
identified in the report.

A1) The persons or computer algorithms responsible for determining the venue to
access—_or an investment firm to which firms-te-transmit-the orders te-are to be
transmitted or any other conditions related to the execution of the order eanr-may
thereby be responsible for market abuse. Therefore, in order to ensure effective
market surveillance, aperson or computer a gorithm within the investment firm that is
responsible for the-abeve-such activities should be identified in the transaction report.
Where both a person and computer algorithm are involved, or more than one person or
algorithm is involved, the investment firm should determine, on a consistent basis
following predetermined criteria, which person or agorithm is primarily responsible

for undertakingthose activities.
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In order to enable effective market monitoring, transaction reports should
» , »include exact information on any change in the position of an investment firm
or its client resulting from a reportable transaction at the time such transaction
took place. Fherefore—tnvestment—Investment firms should therefore report related
fields in anindividua transaction report consistently and should report a transaction
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(12)

Short Sdle transactions should be specificaly flagged as such regardless of

(13)

(14)

(15

(16)

whether these transactions constitute afull or partial short sale transaction.

Effective market surveillance in the case of a transaction in a combination of financial
instruments presents particular challenges for market surveillance. The competent
authority needs to have the global view and also-needs to be able to see
separately the transaction in respect of each financial instrument that is part of a
transaction in a—eembiiatien—ef—which more than one financial
Hstrumentsinstrument is involved. Therefore, investment firms which execute
transactions in a combination of financial instruments should report the
transaction for each financia instrument separately and link those reports by an
identifier that is unique at the level of the firm to the group of transaction
reports related to that execution.

In order to safeguard the effectiveness of market abuse surveillance of legal persons,
Member States should ensure that LEIs are developed, attributed and maintained
in accordance with internationally established principles to ensure legal persons
are consistently and uniquely identified. Forshnitarreasans—avestment-Investment
firms should obtain thei—ehents—LEIs from their clients before providing services
which would trigger reporting obligations in respect of transactions effected-carried
out on behaf of those clients and use those LEIsin their transaction reports.

Effietent—In order to ensure efficient and effective market monitoring—+requires—that
, transaction reports should be submitted only once enby-and to a single competent
authority whe-that can route them to other relevant competent authorities.
Therefore where an mveetment firm executes a transactlon |t should repert-the
2 home-submit the
report to the competent authorltyihe—pnﬂerpte—ef—srrrgterepertmg—sheb#dapply
of the home Member State of the investment firm irrespective of whether or not
a branch isinvolved, or whether the reporting firm executed the transaction through a
branch in another Member State. Moreover, where a transaction is executed
wholly or partly through a branch of an investment firm located in another Member
State, the prineiple—of—reporting—to-report should be submitted only once to the
competent authority of the home Member State of the investment firm sheuld-apply
unless otherwise agreed by the competent authorities of the home and the host
Member StatesState. In order to ensure that hest-competent authorities of host Member
State can supervise the services provided by branches within their territory, they wit
need to receive transaction reports ef—activity—by—on the activities of branches-of
Hvestment-firms. For this reason-, and to alow for the transaction reports to be
routed to all the relevant competent authorities for the branches that take part in those
transactions-, it is necessary to include granular data on branch activity in the
reports.

48)Complete and accurate transaction reporting data is essential to market
abuse survelllance. Fherefere-trading-Trading venues and investment firms should
therefore _have methods and arrangements to ensure that complete and accurate
transaction reports are submitted to competent authorities. ARMs should not be
covered by this regulation since they are subject to own specific regime specified in
the Commision Delegated Regulation supplementing Directive 2014/65/EU of the
European Parliament and of the Council with regard to regulatory technical standards
on the authorization, organisational requirements and the publication of transactions
for data reporting services providers and have analogous reguirements to ensure the

9
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(17)* “In order to be able to track the cancellations or corrections, the investment firm should

retain the details of the corrections and cancellations provided to it by the ARM in the
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N esn@:\se!where the ARM, in accordance with instructions from the investment firm,
* » *cancels or corrects a transaction report submitted on behalf of an investment firm.

(18) {29)Determination of the most relevant market in terms of liquidity enables the routing
of transaction reports to other competent authorities and enables investors to identify
the competent authorities to whom they must report their short positions
pursuant to Articles 5, 7 and 8 of Regulation (EU) No 236/2012 of the European
Parliament and of the Ceunei—Council®. The rules for determining which—is—the
relevant competent authority under Directive 2004/39/EC of the European
Parliament and of the Ceunei-work-Council® have worked effectively for most
financial instruments and should,—_therefore~_remain unchanged. However, new
rules should be introduced specifically for those instruments which are not covered by
Directive 2004/39/EC, namely for debt instruments issued by a renthird- EEA-country
entity-, emission allowances and for derivatives for which the immediate
underlying has no global identifier, or is abasket or anon-EEA index._.

(19) For reasons of consistency and in order to ensure the smooth functioning of
the financial markets, it is necessary that the provisions laid down in this Regulation
and the provisions laid down in Regulation (EU) No 600/2014 apply from the same
date.

(20) {20)This Regulation is based on the draft regulatory technical standards submitted by
the European Securities and Markets Authority (ESMA) to the Commission.

(21) {2HESMA has conducted open public consultations on the draft regulatory technical
standards on which this Regulation is based, analysed the potentia related costs and
benefits and requested the opinion of the Securities and Markets Stakeholder Group
established by Article 37 of Regulation (EU) No 10952010 of the
European Parliament and of the Ceuneit*-Council®

HAS ADOPTED THIS REGULATION:

Article 1

2Fransaetion-A transaction report shall include all details referred to in Table 2 of Annex |
that pertain to the financial instruments concerned. All details to be included in transaction
reports shall be previded—submitted in accordance with the standards and formats specified in
Table 2 of Annex 1, in an €electronic and machine-readable form and in a common XML
template in accordance with the 1SO 20022 methedelogymethodol ogy.

Article 2

EN 1 EN
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For the purposes of Article 26 of Regulation (EU) No 600/2014, the conclusion of an
acquisition or disposal of a financial instrument referred to in Article 26(2) of
Regulation (EU) No 600/2014 shall constitute a transaction.

Regulation (EU) No 236/2012 of the European Parliament and of the Council of 14 March

2012 on short selling and certain aspects of credit default swaps (OJ L 086, 24.3.2012, p.1).
Directive 2004/39/EC of the European Parliament and of the Council of 21 April 2004 on markets in

financial _instruments amending Council Directives 85/611/EEC and 93/6/EEC and Directive
2000/12/EC of the European Parliament and of the Council and repealing Council Directive 93/22/EEC
(OJL 145, 30.4.2004, p. 1).

Reqgulation (EU) No 1095/2010 of the European Parliament and of the Council of 24 November 2010
establishing a European Supervisory Authority (European Securities and Markets Authority),amending
Decision No 716/2009/EC and repealing Commission Decision 2009/77/EC (OJ L 331, 15.12.2010, p.

84).

12

EN

12



* X %

5 esmMay
""" (a8 apurchaseof afinancial instrument;
(b) entering into a derivative contract-tr-a-firaneial-Hastrument;

(c) anincreaseinthe notional amount fer-of a derivative contract-that-isa—firancial-
Hstrument.

3. A disposal referred to in paragraph 1 shall include the following:

acquisition referred to in paragraph 1 shall include the following:

w

(@ sdeof afinancia instrument;
(b) closing out of aderivative contract-H-afihanectal-thstrument;

(c) adecreasein the notional amount fer-of a derivativecontract-that-ts-afinancial-
el

4, For the purposes of Article 26 of Regulation (EU) No 600/2014, transaction
shall aso include a ssmultaneous acquisition and disposal of a financia instrument
where there is no change in the ownership of that financial instrument-_but post-
trade publication is required under Articles 6, 10, 20 or 21 of Regulation (EU)
No 600/2014-

5. A transaction for the purposes of Article 26 of Regulation (EU) No 600/2014 shall
not include: the following:

(@ securitiesfinancing transactions as defined in Article 3(11) of Regulation (EU)

2015/2365 of the European Parliament and of the Council ”:

(b) acontract arising exclusively for clearing or settlement purposes,

(c) asettlement of mutual obligations between parties where the net obligation is
carried forward;

(d) anacquisition or disposal that is solely aresult of custodial activity;

(e) apost-trade assignment or novation ir-of a derivative contract where one of the
parties to the derivative contract is replaced by athird party;

(f) aportfolio compression;

(g) athecreation or redemption of afund-units of a collective investment
undertaking by the administrator of the furdcollective investment undertaking;

(h) an-the exercise of a right embedded in a financial instrument—er—, or the
conversion of a convertible bond and the resultant transaction in the
underlying financial instrument-er-a-the-finanetal-Hastrument-that-the-bond-has
been converted into;;

(i) athe creation, expiration or redemption of a financial instrument as a result of
pre—pre-determined contractual terms, or as a result of mandatory events which

EN 13 EN
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* esme are beyond the control of the investor where no investment decision by the
* o > investor takes place at the point in time of the creation, expiration or
redemption of the financia instrument;

() adecrease or increase in the notional amount of a derivative contract that-is-a
firanerad—instrument—as a result of pre-determined contractual terms or
mandatory events where no investment decision by the investor takes place at
the point in time of the change in the notional_amount;

’ Reqgulation (EU) 2015/2365 of the European Parliament and of the Council of 25 November 2015 on

transparency of securities financing transactions and of reuse and amending Regulation (EU) No
648/2012 (OJ L 337, 23.12.2015, p. 1).
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(m)

(n)

a change in the composition of an index or a basket that occurs after
the execution of atransaction;

an acquisition under a dividend re-investment plan;

an acquisition or disposal under an employee share incentive plan, or arising
from the administration of an unclaimed asset trust, or of residual
fractional share entitlements following corporate events or as part of
shareholder reduction programmes where all the following criteria are met:

(i) the dates of acquisition or disposal are pre-determined and published in
advance;

(i) the investment decision concerning the acquisition or disposal that
is taken by the investor amounts to a choice by the investor to enter into
the transaction with no ability to unilaterally vary the terms of
the transaction;

(iii) {athere is a delay of at least ten business days between the
investment decision and the moment of execution;

E

{Athe value of the transaction is capped at the equivalent of a
thousand euros for a one off transaction for the particular investor in the
particular instrument or, where the arrangement results in
transactions, the cumulative value of the transaction shall be capped at
the equivalent of five hundred euros for the particular investor in the
particular instrument per calendar month:;

an exchange and tender offer on a bond or other form of securitised debt where
the terms and conditions of the offer are pre-determined and published
in advance and the investment decison amounts to a choice by the
investor to enter into the transaction with no ability to unilaterally vary its
terms.

The exclusion provided for in point (a) of the first subparagraph shall not apply to the

securities financing transactions to which a member of the European System

of Central Banks is a counterparty.

The exclusion provided for in point (i) of the first subparagraph shall not apply to
initial public offerings or secondary public offerings or placings, or debt issuance.

Article 3
Meaning of execution of a transaction

Where—an—An _investment firm perferms—shall be deemed to have executed a

transaction within the meaning of Article 2, where it provides any of the following

{HReception-reception and transmission of orders in relation to one or more
financial instruments,

{HyExecution-execution of orders on behalf of clients;

{HBealng-dealing on own account;

hvMaking—making an investment decision in accordance with a
discretionary mandate given by aclient;

() Franster-transfer of financial instruments to or from accounts.

15
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2. esm%wef—derega&ien#mwarag#aph—l,—awA_ni nvestment firm shall not be deemed

nat-to have executed a transaction where it has transmitted an order in accordance
with Article 4.

Article 4
Transmission of an order

An investment firm (“transmitting f+m*)-shal-be-deemed-to-have transmitted-an
order pursuant to Article 26(4) of Regulation (EU) No 600/2014 (transmitting

firm) shall be deemed to have transmitted that order only if the following conditions
are met:

(@) Fhethe order wasreceived from its client or results from its decision to acquire
or dispose of a specific financial instrument in accordance with a
discretionary mandate provided to it by one or more clients:;

(b) Fhethe transmitting firm has transmitted the irfermation-order details referred
to in paragraph 2 {(“erder—detaHs}-to another investment firm (“receiving
firm=:);

(c) Fhatthe receiving firm is subject to Article 26(1) of Regulation No 600/2014
and agrees either to report the transaction resulting from the order concerned or
to transmit the order details in accordance with this Article to another

mveﬂment firm. Iheag#eemem—shan—speeﬁy%he%wmgieptheﬂe\mn%e

For the purposes of point (c) of the first subparagraph the agreement shall specify the
time limit for the provision of the order details by the transmitting firm to
the receiving firm and provide that the recelving firm shall verify whether the
order details received contain obvious errors or omissions before submitting a
transaction report or transmitting the order in accordance with this Article.

The following order details shall be transmitted in accordance with paragraph
1, insofar as pertinent to a given order:

(@ theidentification code of the financial instrument;
(b) whether the order isfor the acquisition or disposal of the financial instrument;
(c) the price and quantity ef-indicated in the order;

(d) thedesignation and details of the client of the transmitting firm-s-elient- for the

purposes of the orderWhere the client is-anatural-person; the designation-shatt
ben-accordance with-Article 6 ;

(e) the designation and details of the decision maker for the client where
the investment decision is made under a power of representation;

(f) adesignation to identify ashort sale;

(g) adesignation to identify a person or algorithm responsible for the investment
decision within the transmitting firm;

(h) country of the branch fer-of the investment firm where the person responsible
for the investment decision is located and country of the investment firm's
branch that received the order from the client or made an investment
decision for aclient in accordance with a discretionary mandate given to it by
the client;

16
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for an order in commodity derivatives, an indication whether the transaction is
to reduce risk in an objectively measurable way in accordance with Article 57

of Directive 2014/65/EU-of-the European-Parlament-and-of-the CouneH—-;

{kjthe code identifying the transmitting firm.
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For the purposes of point (d) of the first subparagraph, where the client is a natural person, the

client shall be designated in accordance with Article 6.

For the purposes of point (i) of the first subparagraph, where the order transmitted

was received from a prior firm that did not transmit the order in accordance with the

conditions set out in this Article, the code shall be the code identifying the transmitting

firm. Where the order transmitted was received from a prior transmitting firm in

accordance with the conditions set out in this Article, the code provided pursuant to point (j)

referred to in the first subparagraph shall be the code identifying the prior transmitting firm.

3.

3.

Where there is more than one transmitting firm in relation to a given order, the order
details to—be-transmitted—are—these-referred to in points (d) to (i) of the first
subparagraph of paragraph 2 shall be transmitted in respect of the client of the first
transmitting firm.

Where the order is aggregated for several clients, information specified
referred to in paragraph 2 shall be transmitted for each aHecation-te-a-client.

Article 5
I dentification of the investment firm executing a transaction

An mvestment firm which executes atransactlon shall ensure that it is |dent|f|ed i

with avalldated issued and duIy renewed ISO 17442 Iegal entltyldentlfler code
in the transaction report submitted pursuant to Article 26(1) of Regulation (EU)

No 600/2014.

An investment firm which executes a transaction shall ensure that the reference data
related to its legal entity identifier is renewed aceerding-to-in accordance with the
terms of any of the accredited Local Operating Units of the Globa Legal Entity
Identifier System.

Article 6
Designation to identify natural persons

A natura person shal be identified in a transaction report using a-the
designation resulting from the concatenation of the 1SO 3166-1 apha-2 (2 letter

country code) of the nationality of the person, followed by the national client
|dent|f|er Ilsted in Annex II based on the natlonallty of the person.

The national client identifier referred to in paragraph 1 shall be assigned in
accordance with the priority levels provided in Annex Il using the highest priority
identifier that a person has regardless of whether that identifier is aready known to
the investment firm.

Where a natural person is a national of more than one European Economic

18
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esmaAiea (EEA) country, the country code of the first nationality when sorted

» , = adphabetically by its ISO 3166-1 alpha2 code and the appheable—identifier
related—to-thefirst—of that nationality as—determined-assigned in accordance with
paragraph 2 shall be used. Where a natural person has a non-EEA nationality, the
highest priority identifier in accordance with the field referring to ‘al other
countries’ provided in Annex |1 shall apphybe used. Where a natural person has EEA
and non-EEA nationality, the country code of the EEA nationality and the highest
priority identifier related—to—theEEA—of that nationality as—determined-assigned in
accordance with paragraph 2 shall be used.
5.Where the apphicable-identifier specified-r-Annex—H-as-determined-assigned in
accordance with paragraph 2 refers to CONCAT, the natura person shal be

identified by the investment firm using an-tdentifierereated-from-the concatenation
of the following elements in the following order:

19

EN

19



*

1

[N

|w

EN

esm? (@) thedate of birth of the person in the format YYYYMMDD;

(b) thefivefirst characters of thefirst name;
(c) thefivefirst characters of the surname.

For the purposes of paragraph 4, prefixes to names shall be excluded and first names
and surnames shorter than five characters shall be appended by '# so asto ensure that
references to names and surnames in accordance with paragraph 4 contain five
characters. All characters shall be in upper case. No apostrophes, accents, hyphens,
punctuation marks or spaces shall be used.

Article 7

Details of the identity of the client and identifier and details for the decision maker

A transaction report relating to a transaction executed on behalf of aclient who is a
natural person shall include the full name and date of birth of the client as specified
inFields 9, 10, 11, 18, 19 and 20 of Table 2 of Annex I.

Where the client is not the person taking the investment decision in relation to that
transaction, the transaction report shall identify the person taking such decision on
behalf of the client as specified in fields 12- to 15 for the buyer and in fields 21- to
24 for the seller in Table 2 of Annex 4l.

Article 8

I dentification of person or computer algorithm responsible for the investment decision

Where a person or computer algorithm within an investment firm makes the
investment decison to acquire or dispose of a specific financia instrument

{Hvestment—decision), that person or computer algorithm shall be identified as
specified in field 57 of Table 2 of Annex |. The investment firm shal only

identify such a person or computer algorithm where the-acguisition-er-disposal-that
investment decision is made either on behalf of the investment firm itself, or on

behalf of aclient in accordance with a discretionary mandate given to it by the client.

3:Where more than one person within the investment firm mmakes—takes the
investment decision, the investment firm shall determine whe-isthe person
taking the primary responsibility for that decision. The determination-of-the
person taking primary responsibility for the investment decision shall be made-en-a
eonsistent-basisdetermined in accordance with pre-determined criteria established by
the investment firm.

4-Where a computer algorithm within the investment firm is responsible for the
investment decision in accordance with paragraph 1, the investment firm shall assign
adesignation for identifying the computer algorithm in a transaction report.
That designation shall comply with the following conditions:

(@ itis unique for each set of code or trading strategy that constitutes
the algorithm, regardless of the financial instruments or markets that
the algorithm applies to;

(b) itisused consistently when referring to the algorithm or version of the
algorithm once assigned to it;

(c) itisuniqueover time.
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I'dentification of person or computer algorithm responsible for execution of a transaction

1. Where a person or computer algorithm within the investment firm which executes a
transaction determines which trading venue, systematic internaliser or organised
trading platform located outside the Union to access, which firms to transmit orders
to or any conditions related to the execution of an order, that person or
computer algorithm shall be identified in field 59 of table Table 2 of the Annex l.

2. Where a person within the investment firm is responsible for the execution of
the transaction, the investment firm shall assign a designation for identifying that
person in atransaction report in accordance with Article 7.

3. Where a computer algorithm within the investment firm is responsible for
theexeedtion-the execution of the transaction, the investment firm shall assign a
designation for identifying the computer algorithm in accordance with Article

8(438(3).

4, Where a person and computer algorithm are both involved in execution of the
transaction, or more than one person or agorithm is-are involved, the investment firm
shall determine which person or computer algorithm is primarily responsible for the
execution of the transaction. Betermination-of-the-The person or computer algorithm
taking primary responsibility for the execution shall be deneen-acensisient
basisdetermined in accordance with pre- determined criteria established by the
investment firm.

Article 10
Designation to identify an applicable waiver

Transaction reports shall identify the applicable waiver pursuant to Article 4 or Article 9 of
Regulation (EU) No 600/2014 under which the executed transaction has taken place in
accordance with field 61 of Table 2 of Annex | to this Regulation.

Article 11
Designation to identify a short sale

1. Transaction reports shall identify transactions which-were-shert-sale-transaetions-, at
the time of their execution-, are short sale transactions, or are in part a short sae
transaction, in accordance with field 62 of the Table 2 of Annex |.

2. An investment firm shall determine on a best effort basis the short sales transactions
in which its client is the seller, including when an investment firm aggregates orders
from several clients. The investment firm shall identify those short sale transactions
in its transaction report in accordance with field 62 of the Table 2 of Annex .

3. Where an investment firm executes a short sale transaction on its own behalf, it shall
indicate in the transaction report whether the short sale transaction was undertaken in
a market making or primary deaer capacity under an exemption provided underby
Article 17 of Regulation (EU) No 236/2012.

Article 12
Reporting of an execution for a combination of financial instruments

Where an investment firm executes a transaction ir-a-cembination-ef-involving two or more
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instrument [separately and shall link those reports by an identifier that is unique at the level of
the firm to the group of transaction reports related to that execution as specified in field 40 of
Table 2 of Annex I.
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* « Conditions upon which legal entity identifiers are to be developed, attributed and
maintained

1 Member States shall ensure that legal entity identifiers are developed, attributed and
maintained in accordance with the following principles:

(@ unigueness;;
(b) accuracy;
(c) consistency;
(d) neutrality;;

(e) reliability;;
(f) open source;;
(g) flexibility;
(h) scalability;;
(i) accessihility;.
: Lol | basis,

use-of-Member States shall also ensure that legal entity identifiers are developed,
attributed and maintained using uniform global operational standards, are subject to the
governance framework of the Legal Entity Identifier Regulatory Oversight Committee and are
available at a reasonable cost.

2. Investment firm shall not provide a service thatwedldiriggertriggering the
obligation ef-for an investment firm to submit a transaction report for a transaction

entered into on behalf of a client who is eligible for the legal entity identifier code,
prior to obtaining the legal entity identifier code betng-ebtatred-from that client—.

3. The investment firm shall ensure that the length and construction of the code
are compliant with the ISO 17442 standard and that the code is included in the
Global LEI database maintained by the Central Operating Unit appointed by the The
Legal Entity Identifier Regulatory Oversight Committee and pertains to the
client concerned.

Article 14
Reporting transactions executed by branches

1 TFransaetion—reperts—for—Investment firms shall report transactions executed by—an
Hvestrment—firm—wholly or partly through its branch shal-be-sent-to the competent

authority of the home Member State of the investment firm unless otherwise agreed
by the competent authorities of the home and host Member States.

2. 3:Where an investment firm executes a transaction wholly or partly through its
branch, it shall report the transaction only once-enly-.
3. 4.Where country code details in respect of an investment firm-'s branch are required

to be included in atransaction report in accordance with fields 8, 17, 37, 58-andler60
#-59 or 61 of Table 2 of the-AnrnexAnnex | due to the partial or full execution of a
transaction through that branch, an-the investment firm shall provide in the
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Argnsaction report the 1SO 3166 country code for any-branch-through-which-it-has
e the relevant branch in all of the

following cases:
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* €5SM3g  where the branch received the order from a client or made an
ok B investment decision for a client in accordance with a discretionary mandate

givento it by the client;

(b) where the branch has supervisory responsibility for the person responsible for
the investment decision concerned;

(c) where the branch has supervisory responsibility for the person responsible for
execution of the transaction;

(d) where the transaction was executed on a trading venue or an organised trading
platform located outside the Union using the branch's membership of the
braneh-that trading venue or an organised trading platform.

4, Where one or more of the cases provided in paragraph 3 do not apply to a branch of
the investment firm, the relevant fields in Table 2 of Annex | shall be populated with
the ISO country code for the home Member State of the investment firm, or, in the
case of a third country firm, the country code of the country where the firm
has established its head office or registered office.

5. The branch of a third country firm shall submit the transaction report to the
competent authority which authorised the branch. The branch of athird country firm
shall fill in the relevant fields in Table 2 of Annex | with the ISO country code for
the Member State of the authorising competent authority.

+Where a third country firm has set up branches in more than one Member State within the
Union, those branches shall jointly choose one of the competent authorities from th-the
Member States to whom transaction reports are to be sent pursuant to paragraphs 1 to 3.

Article 15
Methods and arrangements for reporting financial transactions

1 The methods and arrangements by which transaction reports are generated and
submitted by trading venues and investment firms shall include:

(@ systemsto ensure the security and confidentiality of the data reported;
(b) mechanisms for authenticating the source of the transaction report;

{ehprecautionary measures to enable the timely resumption of reporting in the
case of afailure of the reporting system;

©
(d) {eymechanismsfor identifying errors and omissions within transaction reports;
(e

Hmechanisms to avoid the reporting of duplicate trans-action-transaction
reports, including where an investment firm relies on a trading venue to
report the details of transactions executed by the investment firm through the
systems of the trading venue's-systems-_in accordance with Article 26(7) of
Regulation (EU) No 600/2014;

fg¥mechanisms to ensure that the trading venue only submits reports on behalf
of those investment firms that have chosen to rely on the trading venue to send
reports on their behalf for transactions completed through Hs-systems of the

trading venue;

(@) {mechanisms to avoid reporting of any transaction where there is no
obligation to report under Article 26(1) of Regulation (EU) No 600/2014 either
because there is no transaction the—within the meaning of Article 2 of

this Regulation orbecause-the-instrument-which—+s—the—subject—of—the
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because the instrument which is the subject of the transaction concerned does
not fall within the scope of Article 26(2) of Regulation (EU) No 600/2014 ;

(h) mechanisms for identifying unreported transactions for which there is an
obligation to report under Article 26 of Regulation (EU) No 600/2014,
including cases where transaction reports rejected by the competent authority
concerned have not been successfully re-submitted;.

Where the trading venue or investment firm becomes aware of any error or omission
within atransaction report submitted to a competent authority, any failure to submit a
transaction report including any failure to re-submit—resubmit a rejected transaction
report for transactions that are reportable, or of the reporting of a transaction for
which there is no obligation to report-apphes, it shall promptly notify the relevant
competent authority of this fact.

Investment firms shall have arrangements in place to ensure that their
transaction reports are complete and accurate. Fhese-Those arrangements shall
include testing of their reporting process and regular reconciliation of their front-
office trading records against data samples provided to them by their competent
authoritiesto that effect.

Where competent authorities do not provide data samples, investment firms
shall reconcile their front-office trading records against the information contained in
the transaction reports that they have submitted to the competent authorities, or
in the transaction reports that ARM or trading venues have submitted on their
behalf. The reconciliation shall include checking the timeliness of the report, the
accuracy and completeness of the individual data fields and their compliance
with the standards and formats specified in Table 2 of Annex .

Investment firms shall have arrangements in place to ensure that their
transaction reports, when viewed collectively, reflect all changes in ther
position and in the position of their clients in the financial instruments
concerned at the time transactionsin the financial instruments are executed.

ZWhere an ARM, in accordance with instructions from the investment firm, cancels
or corrects a transaction report submitted on behaf of an investment
firm, the investment firm shall retain the details of the corrections and cancellations
provided to it by the ARM-—in—erder—to—be—able—to—track—thecaneelations—or

8:The reports referred to in Article 26(5) of Regulation (EU) No 600/2014 shall be
sent to the competent authority of the home Member State of the trading venue.

9.Competent authorities shall use secure electronic communication channels when
exchanging transaction reports with each other.

Article 16
Determination of the most relevant market in terms of liquidity

In the case of a transferable security within the meaning of Article 4(1)(44)(a)
of Directive 2014/65/EU , an emission allowance or a unit in a collective
investment undertaking, the most relevant market in terms of liquidity for that
financia instrument (herenafter—the most relevant market') shall be determined once
each calendar year based—en—on the basis of the data of the previous calendar
year-data, provided that the financia instrument was admitted to trading or
traded at the beginning of the previous calendar year, as follows:
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for instruments admitted to trading on one or more regulated markets, the most
relevant market shall be the regulated market where the turnover-, as defined in
Article 17(4) of Commission Delegated Regulation supplementing Regulation
(EU) No 600/2014 of the European Parliament and of the Council on markets
in financial instruments with regard to regulatory technical standards on
transparency requirements for trading venues and investment firms in respect
of shares, depositary receipts, exchange-traded funds, certificates and
other similar _financial _instruments and on  transaction  execution
obligations in respect of certain shares on a trading venue or by a systematic

internaliser .for the previous calendar year for that instrument is the highest;

(b) for instruments not admitted to trading on regulated markets, the most relevant
market shall be the MTF where the turnover for the previous calendar year for
that instrument is the highest;

(c) for the purposes of points (a) and (b), the highest turnover shall be calculated
by excluding all transactions that benefit from pre-trade transparency waivers
pursuant to Article 4(1)(a), (b) or (c) of Regulation (EU) No 600/2014-.

2.By-way-of-By derogation from paragraph 1 of this Article, where a transferable
security within the meaning of Article 4(1)(44)(a) of Directive 2014/65/EU—, an
emission alowance or a unit in a collective investment undertaking was not admitted
to trading or traded at the beginning of the previous calendar year or where there is
insufficient or non- existent data to calculate the turnover or where there is
insufficient or non-existent datato calculate the turnover in accordance with point
(c) of paragraph 1{e)}- for the purpose of determining the most relevant market
for that financial instrument-, the most relevant market for the financia instrument
shall be the market of the Member State in which a request for admission to
trading was first made or where the instrument was first traded.

In the case of a transferable security within the meaning of Article 4(1)(44)(b)
of Directive 2014/65/EU or amoney market instrument whose issuer is established in
the EEAUnNIon, the most relevant market shall be the market of the Member State
where the registered office of the issuer is situated.

In the case of a transferable security within the meaning of Article 4(1)(44)(b)
of Directive 2014/65/EU or a money market instrument whose issuer is
established outside the EEA-Union, the most relevant market shall be the market of
the Member State where the request for admission to trading of that financial
instrument was first made or where the financial instrument was first traded on a
trading venue.

In the case of afinancia instrument which is a derivative contract or a contract for
difference or a transferable security within the meaning of Article 4(1)(44)(c)
of Directive 2014/65/EU, the most relevant market shall be determined as follows:

(@ where the underlying in the financial instrument is a transferable security
within the meaning of Article 4(1)(44)(a) of Directive 2014/65/EU or an
emission alowance which is admitted to trading on a regulated market
or istraded on an MTF, the most relevant market shall be the market deemed
to be the most relevant market for the underlying security in accordance
with paragraph 1 or 2 of this Article;

(b) where the underlying in a financial instrument is a transferable security within
the meaning of Article 4(1)(44)(b) of Directive 2014/65/EU or a money market
instrument which is admitted to trading on a regul ated market or traded on an
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otk the most relevant market for the underlying financial instrument in
accordance with paragraph 3 or 4 of this Article;

(c) {e)where the underlying in a financia instrument is a basket_which contains
financial instruments, the most relevant market shal be the market of
the Member State in which the financial instrument was first admitted to
trading or traded on atrading venue;

(d) {ehywherethe underlying in afinancial instrument is an index, the most relevant
market shal be the market of the Members State in which the financial
instrument was first admitted to trading or traded on atrading venue;

(e) {e)where the underlying of the financia instrument is a derivative
admitted to trading or traded on a trading venue, the most relevant
market shall be the market of the Member State in which that derivative is
admitted to trading or traded on atrading venue.

6. For financial instruments that are not covered by paragraphs 1 to 5, the most relevant
market shall be the market of the Member State of the trading venue which
first admitted the financia instrument to trading or on which the financial instrument
was first traded-.

Article 17
Entry into force and application

This Regulation shall enter into force on the twentieth day following that of its publication in
the Official Journal of the European Union.

This Regulation shall apply from 3-January-2017the date referred to in the second paragraph
of Article 55 of Regulation (EU) No 600/2014.

However, the second subparagraph of Article 2(4) shal apply 12 months after the
date of entry into force of the delegated act adopted by the Commission pursuant to Article
4(9) of Regulation (EU) 2015/2365.

This Regulation shall be binding in its entirety and directly applicablein all Member States.
Done at Brussels,

For the Commission
The President

CFort .
behalt o 4 dent [Position]

Jean-Claude Juncker
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