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Responding to this paper 
The European Securities and Markets Authority (ESMA) invites responses to the specific questions listed in the ESMA Consultation Paper - D Technical Advice under the CSDR, published on the ESMA website.

Instructions
Please note that, in order to facilitate the analysis of the large number of responses expected, you are requested to use this file to send your response to ESMA so as to allow us to process it properly. Therefore, please follow the instructions described below:
i. use this form and send your responses in Word format;
ii. do not remove the tags of type <ESMA_QUESTION_TA_CSDR_1> - i.e. the response to one question has to be framed by the 2 tags corresponding to the question; and
iii. if you do not have a response to a question, do not delete it and leave the text “TYPE YOUR TEXT HERE” between the tags.
Responses are most helpful:
i. if they respond to the question stated;
ii. contain a clear rationale, including on any related costs and benefits; and
iii. describe any alternatives that ESMA should consider
Naming protocol:
In order to facilitate the handling of stakeholders responses please save your document using the following format:
ESMA_ TA_CSDR _NAMEOFCOMPANY_NAMEOFDOCUMENT.
E.g. if the respondent were ESMA, the name of the reply form would be ESMA_ TA_CSDR _ESMA_REPLYFORM or ESMA_CE_AIFMD_ESMA_ANNEX1
To help you navigate this document more easily, bookmarks are available in “Navigation Pane” for Word 2010 and in “Document Map” for Word 2007.
Responses must reach us by 19 February 2015. 
All contributions should be submitted online at www.esma.europa.eu under the heading ‘Your input/Consultations’. 
[bookmark: _Toc335141334]Publication of responses
All contributions received will be published following the end of the consultation period, unless otherwise requested. Please clearly indicate by ticking the appropriate checkbox in the website submission form if you do not wish your contribution to be publicly disclosed. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. Note also that a confidential response may be requested from us in accordance with ESMA’s rules on access to documents. We may consult you if we receive such a request. Any decision we make is reviewable by ESMA’s Board of Appeal and the European Ombudsman.
[bookmark: _Toc335141335]Data protection
Information on data protection can be found at www.esma.europa.eu under the heading ‘Disclaimer’.
General information about respondent
	Are you representing an association?
	No

	Activity:
	Government, Regulatory and Enforcement

	Country/Region
	Ireland



Q1: 	What are your views on the proposed basis for the cash penalty calculation? 
<ESMA_QUESTION_TA_CSDR_1>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TA_CSDR_1>

Q2:	What are your views on the proposed approach regarding the categories of financial instruments and the penalty rates? In particular, do you consider that these penalty rates could dis-incentivise trading in small caps? Please provide evidence to support your views.
<ESMA_QUESTION_TA_CSDR_2>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TA_CSDR_2>

Q3:	What are your views on the proposed approach regarding the increase and reduction of the basic penalty amount?
<ESMA_QUESTION_TA_CSDR_3>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TA_CSDR_3>

Q4:	What are your views on the proposed approach regarding the cash penalties in the context of chains of interdependent transactions?	
<ESMA_QUESTION_TA_CSDR_4>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TA_CSDR_4>

Q5:	Do you agree with the proposed frequency of one year for the assessment of the substantial importance of a CSD in another Member State?
<ESMA_QUESTION_TA_CSDR_5>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TA_CSDR_5>

Q6: 	What are your views on the proposed indicators? 
<ESMA_QUESTION_TA_CSDR_6>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TA_CSDR_6>

Q7: 	What are your views on the proposed thresholds?
<ESMA_QUESTION_TA_CSDR_7>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TA_CSDR_7>

Q8: 	Do you believe that the proposed indicators and thresholds are relevant in the case of government bonds? If not, please provide details and arguments.
<ESMA_QUESTION_TA_CSDR_8>
In summary, the Central Bank of Ireland (hereinafter the Bank) is of the view that ESMA should consider the case for special treatment in respect of the proposed thresholds where the majority of an EU member state’s government bonds are issued through a single CSD. 

By way of general background, Ireland is in a unique position among EU member states in that there is no securities settlement infrastructure located here – all securities settlement activity was outsourced to offshore providers some years ago. The current arrangements with regard to securities settlement are that Irish government bonds are settled in Euroclear Bank, the International Central Securities Depository located in Belgium (Irish equities are settled in another central securities depository of the Euroclear Group, namely Euroclear UK and Ireland, located in the UK).

By virtue of the foregoing, the Bank is likewise also in a unique position among EU regulatory authorities. Under the terms of the Central Bank Act, 1997, the Bank is responsible for the oversight of securities settlement systems operating in the State. In order to discharge its responsibilities under this legislation, the Bank has put in place a Memorandum of Understanding with the National Bank of Belgium in relation to the oversight of Euroclear Bank (and another with the Bank of England in relation to the oversight of Euroclear UK and Ireland).  These Memoranda of Understanding have been in place for a number of years, over the course of which the Bank has been able to successfully build excellent working relationships with both of the regulatory authorities mentioned, and would be concerned to ensure that these relationships will continue into the future.

The CSDR establishes the general concepts of ‘home’ and ‘host’ member states in relation to CSDs and their operations, and Article 24(8) covers co-operation between ‘home’ and ‘host’ competent authorities regarding the authorisation and ongoing supervision of CSDs covered by CSDR. In this regard, ESMA has been tasked by the EU Commission with developing technical standards that will establish ‘…forms, templates and procedures…’ for the envisaged co-operation between ‘home’ and ‘host’ competent authorities. 

The CSDR also introduces a further concept that is relevant to co-operation between ‘home’ and ‘host’ competent authorities – that of the activities of a CSD being of ‘substantial importance’ for the market of the ‘host’ member state. Differing views have been expressed on this issue generally and in particular the merits of specific, percentage-based ‘thresholds’ have been discussed. Regardless of the outcome of these discussions, the Bank will not qualify to be formally involved in the oversight of Euroclear Bank as of right, but will instead need to continue to rely on a Memorandum of Understanding type arrangement with the National Bank of Belgium in this regard. Notwithstanding the position under the CSDR, the reality of our situation is that Euroclear Bank is undoubtedly – by any reasonable literal definition of the term – of ‘substantial importance’ for the Irish market, given that all Irish government bonds are issued into this CSD. 

The Bank will therefore need over the course of the next year or so to engage with the National Bank of Belgium to review and update the current Memorandum of Understanding to take account of the requirements imposed by the CSDR. While the Bank has no reason whatsoever to believe that the Belgian authorities are likely to refuse to continue the current arrangement, we are nonetheless conscious that there are no provisions in the CSDR that mandate its continuation and that, as a consequence, we are to a significant degree dependent on the continued goodwill of the National Bank of Belgium.

While – as already mentioned – Ireland is currently in a unique position in having no domestic CSD, one possible future scenario ‘post CSDR’ could see significant consolidation of the EU CSD market, which if realised might well place other countries/regulatory authorities in the same position. If this scenario were to materialise, it would give rise to a paradoxical situation in which the greater the degree of concentration (and therefore of success of the implementation of a single harmonised European infrastructure), the more member states would need to rely on goodwill and bilateral arrangements outside the regulatory framework of that infrastructure. This is made more likely by the existence of the euro, as the currency of issue is no longer a meaningful parameter to identify one member state issue from another. 

[bookmark: _GoBack]Beyond drawing your attention to this issue and placing our views and concerns on record, we would suggest that ESMA might consider including a specific treatment of government bonds in defining the thresholds for relevance. Our suggestion is that where the majority of the sovereign debt is issued through a specific issuer CSD, that CSD should become relevant to that Member State.
<ESMA_QUESTION_TA_CSDR_8>
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