MESA && Circular
3 July 2024

Circular on Updates to the Q&As on Regulation (EU) No
648/2012 - the European Market Infrastructure Regulation
(‘EMIR’ or the ‘Regulation’)

Introduction

This Circular is being addressed to all market participants, particularly entities who enter
into derivative contracts and which fall within the scope of EMIR, namely, financial
counterparties (‘FCs’) and non-financial counterparties ('NFCs’) as defined under EMIR. This
Circular should be read in conjunction with the Regulation, its Delegated Regulations and
previous Circulars issued by the Authority, as the case may be.

Overview

The Authority would like to inform market participants that the European Securities and
Markets Authority (‘ESMA’) has, in May 2024, issued a number of new Q&As in relation to
reporting of accumulator contracts and price field at position level under EMIR Refit.

For ease of reference, the new Q&As are being replicated below.

New Questions and Answers

ESMA_QA_2202: Reporting of accumulator contracts

Question: For the purpose of reporting under EMIR REFIT, how should OTC accumulator
contracts - i.e., derivative contracts in which the buyer enters into an agreement to
purchasing a predetermined number of underlying financial instruments at a predefined
price, per day - over a specified ‘accumulation’ period, be classified?

Answer: Under EMIR REFIT, accumulators shall be classified as either forwards or
options, depending on the presence of option features within these contracts. An
accumulator contract without any embedded option features should be reported as a
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forward (‘forward accumulator’), whereas accumulator contracts embedding one or more
option features, should be reported as options accordingly.

Question: How should these contracts be reported under EMIR REFIT?

Answer: (i) Forward accumulators should be reported equivalently as forward contracts,
as illustrated by the below example.

In the event that a knockout event is triggered, the counterparty should regard it as an
early termination of the derivative. This scenario should be reported with Action Type
‘Terminate’ and Event Type ‘Exercise’.

Example 1: Underlying Share: ABC Limited

Tenor: 12 months

Shares per day: 5,000

Accumulation days: Assuming 20 trading days per month (total accumulation days=240)
Settlement date: Monthly

Forward Price: EUR 10*

Maximum Notional Amount: EUR 12,000,000**

Price of Underlying Share: Month 1 - EUR 11 / Month 2 - EUR 9.50

Report at inception
Reporting of accumulator contracts
Table Item Field Example
2 9 Product Classification JESXFC
2 10 Contract type FORW
2 11 Asset Class EQUI
2 1 Venue of execution XXXX
2 43 Effective date 01/01/2024
2 44 Expiration Date 31/12/2024
2 46 Final contractual settlement date 03/01/2025
2 48 Price 10
2 49 Price Currency EUR
2 55 Notional amount of leg 1 12,000,000
2 56 Notional currency 1 EUR
Fields 2.57 to 2.60 below, are repeatable depending on the number of scheduling periods.
2 57 Effective date of the notional amount of leg 1 01/01/2024
2 58 End date of the notional amount of leg 1 31/01/2024
2 59 Notional amount in effect on associated effective date of leg 1 1,000,000%**
2 60 Total notional quantity of leg 1 12,000,000
2 151 Action type NEWT
2 152 Event type TRAD
2 154 Level TCTN

* Initial forward price should be populated in Field 2.48
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** Maximum Notional Amount = maximum number of shares x forward price

Maximum number of shares = shares per day x maximum number of accumulation days

Maximum number of accumulation days = trading days x number of months within tenor
*** 0On assumption of 20 trading days per month and 5,000 shared per accumulation day.

In this example, we assume a gearing ratio of 1, in the calculation of the maximum number of shares and notional amount.

Modification after 3 month execution

Reporting of accumulator contracts

Table | Item Field Example
2 9 Product Classification JESXFC
2 10 Contract type FORW
2 11 Asset Class EQUI
2 141 Venue of execution XXXX
2 43 Effective date 01/01/2024
2 44 Expiration Date 31/12/2024
2 46 Final contractual settlement date 03/01/2025
2 48 Price 10
2 49 Price Currency EUR
2 55 Notional amount of leg 1 12,000,000
2 56 Notional currency 1 EUR

Fields 2.57 to 2.60 below, are repeatable depending on the number of scheduling periods.

2 57 Effective date of the notional amount of leg 1 01/02/2024
2 58 End date of the notional amount of leg 1 29/02/2024
2 59 Notional amount in effect on associated effective date of leg 1 1,000,000%**
2 60 Total notional quantity of leg 1 12,000,000
2 57 Effective date of the notional amount of leg 1 01/03/2024
2 58 End date of the notional amount of leg 1 31/03/2024
2 59 Notional amount in effect on associated effective date of leg 1 950,000
2 60 Total notional quantity of leg 1 12,000,000
2 151 Action type NEWT MODI
2 152 Event type TRAD
2 154 Level TCTN

(ii) Option Accumulators should be reported as displayed below.

Example 2:

Underlying Share: XYZ Limited

Tenor: 6 months

Shares per month: 1,000

Settlement date: Monthly

Option 1: Strike Price: EUR 100 (Expiry in 2 month)

Option 2: Strike Price: EUR 105 (Expiry in 6 months)

Total Notional Amount: EUR 620,000
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Month 1. Market price EUR 710. Buy 1,000 shares at strike — EUR 700 (option 1),
Month 2: Market price EUR 708. Buy 1,000 shares at strike — EUR 700 (option 1),
Month 3: Market Price EUR 106. Buy 1,000 shares at strike — EUR 105 (option 2),

And so forth, until expiry.

Report at inception

Reporting of | contracts

Table Item Field Example
2 9 Product Classification OCESCS
2 10 Contract type OPTN
2 11 Asset Class EQUI
2 1 Venue of execution XXXX
2 43 Effective date 01/01/2024
2 44 Expiration Date 28/06/2024
2 46 Final contractual settlement date 02/07/2024
2 55 Notional amount of leg 1 620,000
2 56 Notional currency 1 EUR

Fields 2.57 to 2.60 below, are repeatable depending on the number of scheduling periods.

2 57 Effective date of the notional amount of leg 1 01/01/2024
2 58 End date of the notional amount of leg 1 31/01/2024
2 59 Notional amount in effect on associated effective date of leg 1 100,000
2 60 Total notional quantity of leg 1 1000
2 132 Option type CALL
2 133 Option style EURO
2 134 Strike price 100
2 135 Effective date of the strike price 01/01/2024
2 136 End date of the strike price 29/02/2024
2 137 Strike price in effect on associated effective date 100
2 138 Strike price currency/currency pair EUR
2 151 Action type NEWT
2 152 Event type EXER
2 154 Level TCTN

Modification after 3° month exercise of the option

Reporting of accumulator contracts

Table Item Field Example
2 9 Product Classification OCESCS
2 10 Contract type OPTN
2 11 Asset Class EQUI
2 41 Venue of execution XXXX
2 43 Effective date 01/01/2024
2 44 Expiration Date 28/06/2024
2 46 Final contractual settlement date 02/07/2024
2 55 Notional amount of leg 1 620,000
2 56 Notional currency 1 EUR

Fields 2.57 to 2.60 below, are repeatable depending on the number of scheduling periods.

2 57 Effective date of the notional amount of leg 1 01/01/2024
2 58 End date of the notional amount of leg 1 31/01/2024
2 59 Notional amount in effect on associated effective date of leg 1 100,000
2 60 Total notional quantity of leg 1 1000
2 57 Effective date of the notional amount of leg 1 01/02/2024
2 58 End date of the notional amount of leg 1 29/02/2024
2 59 Notional amount in effect on associated effective date of leg 1 100,000
2 60 Total notional quantity of leg 1 1000
2 57 Effective date of the notional amount of leg 1 01/03/2024
2 58 End date of the notional amount of leg 1 31/03/2024
2 59 Notional amount in effect on associated effective date of leg 1 105,000
2 60 Total notional quantity of leg 1 1000
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2 132 Option type CALL

2 133 Option style EURO

2 134 Strike price 100

2 135 Effective date of the strike price 01/01/2024
2 136 End date of the strike price 29/02/2024
2 137 Strike price in effect on associated effective date 100

2 138 Strike price currency/currency pair EUR

2 135 Effective date of the strike price 01/03/2024
2 136 End date of the strike price 28/06/2024
2 137 Strike price in effect on associated effective date 105

2 138 Strike price currency/currency pair EUR

2 151 Action type MODI

2 152 Event type EXER

2 154 Level TCTN

ESMA_QA_2203: Reporting of price field at position level

Question: Should the price field at position level be amended following a change in the
notional amount?

Answer: No, counterparties should not update the price field at position level after it is
reported initially (i.e., with action type ‘new’). The price field at position level should
reflect the price of the position when it is first reported.

In particular, in cases where the notional of the position varies (increase/decrease)
overtime due to factors such as, the inclusion of new trades into the position or the
termination of trades included in that position, the price field should not be updated.

Please note that Q&A documents issued by ESMA, are not updated after 31 December
2023. For Q&As issued from 01 January 2024, market participants are kindly requested to
search in the ESMA Q&A IT-Tool.

Contacts

Should you have any queries on the above, please do not hesitate to contact the Authority’'s
EMIR team on EMIR@mfsa.mt for any further clarifications.
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