
 

The Weekly Report from Brussels, provided by the European Affairs team at the City of London, provides an 

update on key developments relating to financial services in the EU. 
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Welcome to the Weekly Report from Brussels, prepared by the City of London Corporation 

European Affairs team. 

 

This week includes: 

 CBCR passes the European Parliament 

 MEPs call for Covered Bonds to be harmonised at an EU level 

 Debate on the Future of the EU finances 

 In other news 

 Upcoming EU Institutions events and consultations 

More information about the work of the City of London Corporation European Affairs team 

can be found here. 

 

CBCR passes the European Parliament 

On 4 July, MEPs approved a report on the proposal for Country-By Country Reporting 

(CBCR). The directive, proposed by the Commission last June, will require large multi-

national companies to disclose tax information in each country they operate in. 

 

Background: 

 

In April 2016, the European Commission announced a legislative proposal for public country-

by-country reporting (CBCR) of corporation tax payments by multinationals operating in the 

EU. The proposal was based on the OECD recommendations on corporate tax base erosion 

and profit shifting (BEPS). A study by the European Parliament estimated that corporate tax 

avoidance costs EU Member States €50-70 billion each year. 

 

The directive will apply to multinationals with revenues exceeding €750 million a year to 

publish corporate data on where profit is made and tax is paid in the EU. These rules would 

apply to the subsidiaries of non-European multinationals doing business in Europe, as well as 

European multinationals. Under these criteria, the corporate tax payments of approximately 

6,500 businesses and 90% of multinational revenues will be disclosed. 

https://us5.admin.mailchimp.com/campaigns/preview-content-html?id=1263037#CBCR
https://us5.admin.mailchimp.com/campaigns/preview-content-html?id=1263037#MEPs
https://us5.admin.mailchimp.com/campaigns/preview-content-html?id=1263037#Debate
https://us5.admin.mailchimp.com/campaigns/preview-content-html?id=1263037#In other news
https://us5.admin.mailchimp.com/campaigns/preview-content-html?id=1263037#Upcoming consultations
https://www.cityoflondon.gov.uk/business/eu-and-regulation/Pages/default.aspx
http://www.europarl.europa.eu/news/en/press-room/20170629IPR78639/multinationals-should-disclose-tax-information-in-each-country-they-operate


 

Under the directive, companies would need to publicly disclose: 

 the name of the firm and, where applicable, the list of all its subsidiaries, a brief 

description of the nature of their activities and their respective geographical 

location; 

 the number of employees on a full-time equivalent basis; 

 the amount of the net turnover; 

 stated capital; 

 the amount of profit or loss before income tax 

 the amount of income tax paid during the relevant financial year by the firm and its 

branches resident for tax purposes in the relevant tax jurisdiction 

 the amount of accumulated earnings 

 whether undertakings, subsidiaries or branches benefit from a preferential tax 

treatment 

In addition, these disclosures will have to report the taxes paid in non-EU jurisdictions which 

are determined by the Commission to be non-cooperative tax jurisdictions, as well as an 

aggregate of the tax paid in all other countries. All the information in the disclosure must be 

made available on the company website for a period of five years, which will enable public 

scrutiny and allow national governments to identify and correct tax loopholes which firms 

may be abusing. 

 

Latest Development: 

 

Hughes Bayet MEP (S&D, Belgium), the co-rapporteur for the report, explained that the 

issue of ensuring that companies pay their fair share of tax in the EU is critical is crucial 

public demand for tax justice being at the level it is. He discussed the revenues threshold of 

€750 million per year, which was debated heavily by MEPs, with many MEPs calling for it to 

be reduced to €40 million and others calling for it to be removed altogether. It the end it 

was unchanged, but he welcomed the agreement that there will be an assessment by the 

Commission on whether the revenues threshold is sufficient after four years. 

 

Mr Bayet also welcomed the agreement in the report that, in addition to the reports being 

publically available on the company’s website, there should also be a common register 

where all multinationals reports are available. Finally, he discussed the safeguard clauses in 

the directive, which would protect multinationals from needing to report sensitive business 

data, as MEPs disagreed over how this should be permitted. He called for the relevance of 

the commercially sensitive data to be assessed by the Commission each year, rather than 

the Member State, and once the information ceases to be commercially sensitive it should 

be published retroactively, otherwise the safeguard clause could be abused by 

multinationals. 

 

In response, Dariusz Rosati MEP (EPP, Poland) agreed that CBCR was necessary in order to 

restore public confidence that companies that operate in the EU are paying their fair share of 

tax. He welcomed the agreement between MEPs on most points, most notably the revenues 

threshold, but disagreed with Mr Bayet’s calls for a stronger safeguard clause, arguing that 

his proposals would place EU companies at a competitive disadvantage by demanding 

stronger disclosure requirements than their third-country competitors. He re-iterated the 

need to strike a balance between the legitimate demand for more transparency and the 

http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//NONSGML+TA+P8-TA-2017-0284+0+DOC+PDF+V0//EN


need to protect EU companies in order to guarantee jobs and growth in the EU. 

 

Next Steps: 

 

Following the debate, MEPs voted to back the report by 534 votes to 98, with 62 

abstentions, which will allow the Parliament to begin negotiations with the Council to reach a 

final agreement on the proposals. 

 

MEPs call for Covered Bonds to be harmonised at an EU level 

On 4 July, MEPs backed an own-initiative report calling for the establishment of a European 

framework for covered bonds during a European Parliament Plenary Session. 

 

Background: 

 

Covered bonds are debt obligations issued by credit institutions that offer a double 

protection to bondholders: if the credit institution fails to pay, the bondholder has a direct 

and preferential claim against certain earmarked assets; and, if the institution goes 

bankrupt, they have a claim against a separate 'cover pool' of financial assets in priority to 

unsecured creditors. 

 

The covered bond market is an important segment of privately issued bonds on Europe’s 

capital markets, with a volume of €2.5 trillion at the end of 2014. The main issuers are 

banks, predominantly in Germany and Austria, and the debt they use is mainly mortgage or 

public-sector debt. In recent years, there have been ongoing discussions about whether 

covered bonds could also extend to SME financing. 

 

As part of the Capital Markets Union, the Commission is looking into how to develop an 

integrated European framework for covered bonds, and bringing forward a legislative 

proposal for a covered bonds framework by the first quarter of next year was set out as an 

Action for the mid-term review of the CMU in June. Last year, the Economics and 

Monetary Affairs (ECON) Committee elected to produce an own-initiative report on a covered 

bonds framework, with Bernd Lucke MEP (ECR, Germany) being designated the rapporteur. 

The ECON Committee voted to endorse the report on 20 June. 

 

Latest Developments: 

 

On 4 July, Mr Lucke presented his report on developing a European framework for covered 

bonds to the European Parliament. The report warns against the mandatory harmonisation 

of national legislation and instead calls for a principles-based approach, which establishes 

objectives and allows Member States flexibility in transposing these principles into national 

law.  

 

 

http://www.europarl.europa.eu/news/en/press-room/20170629IPR78682/covered-bonds-limited-harmonisation-and-common-definition
http://europa.eu/rapid/press-release_IP-17-1529_en.htm
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//NONSGML+TA+P8-TA-2017-0279+0+DOC+PDF+V0//EN


The report creates two types of covered bonds: 

 Premium Covered Bonds, which are required to meet the standards set out in the 

Capital Requirements Regulation (CRR) in addition to the existing standards set out 

in the UCITS directive 

 Ordinary Covered Bonds, which do not meet the standards of the CRR, but 

otherwise meet the standards set out in the UCITS directive 

Under the proposals, Premium Covered Bonds should enjoy regulatory preference over 

Ordinary Covered Bonds, which should enjoy regulatory preference over other forms of 

collateralised debts. It also suggests that existing covered bonds which fail to meet CRR 

standards and are covered by assets which are substantially more risky than government 

debt and mortgages (e.g. non-government backed infrastructure investments or credits to 

SMEs) should be given a new designation, with the report suggesting the name ‘European 

Secured Notes’. 

 

The report also calls for a review on whether ships should be included in the cover pool of 

high-quality assets which can easily be repossessed (mostly mortgages and government 

bonds) in order to be viewed as a reliable investment. It also argues that preferential 

regulatory treatment should not be granted for covered bonds with conditional maturity 

extensions, which have greatly increased in recent years, as this shifts risk from the issuer 

of the covered bonds to the investor. 

 

Mr Lucke told parliament that current bonds have been a very successful debt instrument in 

the EU, and this has entitled covered bonds to preferential treatment. However, this 

preferential treatment is only justified if the quality of the collateral is high. For this reason, 

he said it is important that the Commission take the opportunity to create a covered bonds 

framework which could become a gold standard for developing covered bond markets world-

wide and could open up the EU capital market for issuers in third countries. He re-iterated 

the importance that this framework be a principles-based framework. 

 

In response, Valdis Dombrovskis, Commission Vice-President for Financial Stability, Financial 

Services and Capital Markets Union welcomed the report and declared that the consensus 

between Parliamentary Groups is a good sign going forward as the Commission develops its 

own legislative proposal. He noted that the Commission agreed that any framework for 

covered bonds should follow a principle-based approach which builds upon the strengths and 

specificities of existing national frameworks. He also announced that the Commission would 

assess the case for creating a new classification of ‘European Secured Notes’ for existing 

covered bonds which do not meet the standards proposed in the report. 

 

The next day, the report was backed by MEPs by 543 votes to 99, with 56 abstentions. 

 

 



Next Steps: 

 

As announced in the Capital Markets Union mid-term review, the Commission intends to 

present a legislative proposal on covered bonds in the first quarter of next year. 

 
Debate on the Future of the EU finances 

On 4 July, the European Parliament held a plenary debate on EU finances post-2020. The 

debate was held in response to a reflection paper published by the Commission a week 

earlier which considers the challenge of a looming funding gap in the EU budget after the UK 

leaves the EU. There were a range of contributions from MEPs, some of whom called for the 

EU to cut back on its activities in response to this funding gap, whilst others called for the 

EU to do more. 

 

Background: 

 

On 28 June, the European Commission published a reflection paper on the Future of EU 

Finances. The paper is the last in a series of five reflection papers as a starting point for a 

debate on the future of European integration, which contain ideas and scenarios for what 

Europe could be like in 2025, but no legislative proposals. These reflection papers have been 

on Europe’s social dimension; harnessing globalisation; Europe’s defence; and the future of 

the Economic and Monetary Union. 

 

The multiannual financial framework (MFF) lays down the maximum annual amounts which 

the EU may spend each year in different policy fields over a period of 6 years, currently 

between 2014-20. Each annual budget must comply with this framework. The paper 

discusses the evolution of the EU budget, initially only covering mainly agriculture, but 

expanding over the years to encompass new priorities, such as most recently to include 

strategies to support growth and jobs in the eastern Member States which joined in 2004. 

However, the EU budget only accounts for 2% of public expenditure in the EU, and this 

figure has been consistently decreasing over time. 

 

As the UK is currently a net-contributor to the EU budget, the UK’s exit will result in a 

budget gap of €10-12 billion a year. As a result, the EU budget is likely to require significant 

adjustment for the next MFF and the paper considers five scenarios for the EU’s finances 

beyond 2020: 

 Carrying on as now: this would see EU budget levels remaining broadly stable and 

takes forward the current EU27 reform agenda. The EU’s revenue would remain as it 

is but with the rebates for other Member States removed and there would be lower 

relative shares directed towards cohesion and agriculture to finance new priorities, 

such as increasing EU activities in security, defence and migration. 

 Doing less together: this would see the EU spending significantly reduced with a 

focus on financing of functions needed for the single market. Expenditure towards 

http://www.europarl.europa.eu/plenary/EN/vod.html?mode=unit&vodLanguage=EN&vodId=1499183731167
https://ec.europa.eu/commission/sites/beta-political/files/reflection-paper-eu-finances_en.pdf
https://ec.europa.eu/commission/sites/beta-political/files/future-eu-finances-five-scenarios-factsheet_en.pdf


agriculture and cohesion would be reduced and no financing would be directed 

towards new priorities. Rebates for other Member States would be eliminated and no 

new sources of revenue or fees finance the EU budget 

 Moving ahead at different levels of intensity: this would see budget levels and 

expenditure similar to the ‘carrying on as now’ scenario, but with for the potential 

for the budget to increase to cover areas of joint action that Member States could 

opt in to. The revenue for these new priorities would either come from increased 

contributions from participating Member States or an alternative source, with the 

paper suggesting a Financial Transaction Tax. 

 Doing less more efficiently (radical redesign): this scenario would see the EU 

budget reduced, but with expenditures directed towards priorities with high added 

value. This would see significant reductions in agriculture and cohesion, with 

increased contributions towards enhancing competitiveness and significantly higher 

contributions to security, defence and migration. Sources of revenues would be 

radically changed, by abolishing all rebates and reforming or abolishing the EU’s 

revenue from VAT, and establishing new own-resource revenues for the EU, such as 

a Green Tax, Financial Transaction Tax or Common Consolidated Corporate Tax Base 

(CCCTB). 

 Doing much more together: this would see the EU budget significantly increased, 

with increased spending in all existing and new priorities. Revenues would be similar 

to the ‘radical redesign’ proposal, but with a greater share of revenues coming from 

new own-resources and with a fully-fledged budget and European Monetary Fund for 

eurozone Member States. 

Latest Developments: 

 

Opening the discussion, Günther Oettinger, Commissioner for Budget and Human Resources, 

highlighted that it is important that MEPs and Member States reach an agreement on the 

future of EU finances as the Commission is required to submit its proposal for the next MFF 

before the end of this year. Additionally, in the face of expected gaps in the EU’s budget in 

future years, most notably from the loss of contributions from the UK and from the costs of 

new priorities in defence, border monitoring and protection, which could cost around €15 

billion a year. 

 

With these challenges in mind, Mr Oettinger said that the EU needs to prove the added value 

for all EU spending and should not direct resources towards activities which can be done by 

national governments just as cost-effectively. He stressed that the EU needs to consider all 

the scenarios put forward in the report and whether this funding gap is covered by 

reductions in spending, efficiency savings or new sources of revenue. However, whilst the 

Commission does not have a preference for any of the scenarios proposed, Mr Oettinger 

argued that because the UK’s rebate is the only one guaranteed in the treaties, there is no 

reason for any other Member State to retain its rebate after the UK’s departure. 

 



 

José Manuel Fernandes MEP (EPP, Portugal) called on MEPs to be realistic when setting the 

future direction of the EU’s finances. This means recognising the added value and benefits 

that certain programmes bring to EU citizens, highlighting programmes to tackle youth 

unemployment and support for research and innovation, as well as new priorities that the EU 

has set out in security and defence. He argues that, rather than wanting radical change to 

what the EU does, EU citizens want predictability that the EU will continue to meet its 

commitments and the EU needs to reflect this. 

 

He agreed with Mr Oettinger’s remarks that the EU needs to demonstrate the value-added 

for all spending, but warned that this should not mean that the EU only funds large or cross-

border projects, as smaller projects can deliver enormous added value to less developed 

regions of the EU. Additionally, he suggests that the revenue from financial sanctions for 

infringing the EU treaties could be added to the EU budget instead of being distributed to 

Member States as a potential source of revenues. 

 

Eider Gardiazabal Rubial MEP (S&D, Spain) agreed that the concerns and expectations of EU 

citizens must be an important factor in shaping its budget. She argues that it is likely that 

the EU will face challenges which it currently does not have the financial resources to 

address, such as the migrant crisis, and the MFF needs to be more ambitious so that the EU 

can tackle these problems. She expressed support for the EU to establish new own-resource 

forms of revenue, in particular a Financial Transaction Tax and an EU corporation tax, as 

well as increasing efforts to combat tax fraud. However, she disagreed with proposals to 

reduce expenditures towards agriculture, arguing that the Common Agriculture Policy is 

necessary to ensure quality food at an affordable price. 

 

Zbigniew Kuźmiuk MEP (ECR, Poland) expressed strong opposition towards the scenarios 

proposed which would reduce expenditure towards cohesion policy, arguing that this would 

negatively impact the Central and Eastern Member States. He argues that cuts in these 

areas would breach the EU principle that more developed Member States make contributions 

to assist development in other Member States in return for have access to their consumers. 

 

Next Steps: 

 

The Commission is due to publish its proposal for the MFF for 2020-2026 before the end of 

this year.  

 

In other news 

 The EU-Japan summit took place in Brussels, where leaders agreed on an 

ambitious  EU-Japan free trade deal 

 The Parliament voted to improve double taxation dispute resolution mechanisms in 

the EU 

 The Parliament held a debate on the priorities of the Estonian Presidency of the 

Council of the EU and the expectations of the G20 summit in Hamburg on 7-8 July 

http://www.consilium.europa.eu/en/meetings/international-summit/2017/07/06/
http://www.europarl.europa.eu/plenary/EN/vod.html?mode=unit&vodLanguage=EN&vodId=1499285301168
http://www.europarl.europa.eu/news/en/press-room/20170629IPR78635/estonia-s-eu-council-presidency-and-g20-priorities-debated-in-plenary


 

 The PANA Committee held a hearing with Věra Jourova, Commissioner for Justice, 

Consumers and Gender Equality who is in charge of anti-money laundering (AML) 

policy in the Commission 

 The Recommendation of the European Parliament and of the Council amending 

Article 22 of the ESCB and ECB statute in respect of providing a greater role in euro 

clearing for the ECB has been published in the Official Journal of the EU 

 The ESAs have published a Questions & Answers for the Key Information 

Document (KID) requirements for Packaged Retail and Insurance-based Investment 

Products (PRIIPs) 

 The EBA has published a report on the implementation of the Guidelines on 

methods for calculating contributions to DGSs 

 The ECB has published a decision on the reporting of funding plans of credit 

institutions by national competent authorities to the ECB 

 The EBA published its opinion in response to the European Commission intention to 

amend the EBA Technical Standards for open and secure electronic payments under 

the PSD2 

 EIOPA has published an opinion on recovery and resolution frameworks for 

(re)insurers 

 The BCBS has published an analysis of CCP interdependencies 

 The Financial Stability Board has published a report on CCP Resolution and 

Resolution Planning 

 The BCBS has published a report for the G20 leaders on the inplementation of the 

Basel standards 

 The BCBS has published its report on the implementation of the LCR in China, the 

EU and the US 

 

 

Upcoming EU Institutions events and consultations 

 

11 July: Deadline for responses to EBA consultation on draft RTS on the implementation 

of group wide AML-CFT policies in third countries 

19 July: Deadline for responses to Commission consultation on reducing barriers to cross-

border distribution of investment funds 

31 July: Deadline for responses to ESMA consultation on trading obligation for derivatives 

under MiFIR 

2 August: Deadline for responses to Commission review of the Regulation on sross-border 

payments 

7 August: Deadline for responses to ESMA consultation on Draft technical advice, 

implementing technical standards and guidelines under the MMF Regulation 

8 August: Deadline for responses to EBA consultation on RTS on Simplified Obligations 

18 August: Deadline for responses to EBA consultation on recommendations on 

outsourcing to cloud service providers 

21 August: Deadline for responses to PRA consultation on compliance with the EBA’s 

Guidelines on disclosure: Composition of collateral for exposures to counterparty credit risk 

24 August: Deadline for responses to consultation on guidelines on CCPs' conflict of 

interest management 

31 August: Deadline for responses to EIOPA consultation paper on EIOPA’s first set of 

advice to the European Commission on specific items in the Solvency II Delegated 

Regulation 

 

http://web.ep.streamovations.be/index.php/event/stream/170703-1900-committee-pana
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52017HB0018&from=EN
https://esas-joint-committee.europa.eu/Pages/News/European-Supervisory-Authorities-publish-QA-on-the-Key-Information-Document-(KID).aspx
http://www.eba.europa.eu/regulation-and-policy/recovery-and-resolution/report-on-the-implementation-of-guidelines-on-methods-for-calculating-contributions-to-dgss
https://www.bankingsupervision.europa.eu/ecb/legal/pdf/en_ecb_2017_21_f_sign.pdf
http://www.eba.europa.eu/-/eba-publishes-its-opinion-in-response-to-the-european-commission-intention-to-amend-the-eba-technical-standards-for-open-and-secure-electronic-payment
https://eiopa.europa.eu/Publications/Press%20Releases/EIOPA%20calls%20for%20a%20European%20recovery%20and%20resolution%20framework%20for%20(re)insurers.pdf
http://www.bis.org/cpmi/publ/d164.htm
http://www.fsb.org/2017/07/guidance-on-central-counterparty-resolution-and-resolution-planning-2/
http://www.bis.org/bcbs/publ/d412.pdf
http://www.bis.org/press/p170703.htm
http://www.eba.europa.eu/news-press/calendar?p_p_id=8&p_p_lifecycle=0&p_p_state=normal&p_p_mode=view&p_p_col_id=column-1&p_p_col_count=1&_8_struts_action=%2Fcalendar%2Fview_event&_8_redirect=http%3A%2F%2Fwww.eba.europa.eu%2Fnews-press%2Fcalendar%3Fp_p_id%3D8%26p_p_lifecycle%3D0%26p_p_state%3Dnormal%26p_p_mode%3Dview%26p_p_col_id%3Dcolumn-1%26p_p_col_count%3D1%26_8_tabs1%3Devents%26_8_eventTypes%3Dconsultation%252Cdiscussion&_8_eventId=1861639
https://ec.europa.eu/info/law/better-regulation/initiatives/ares-2017-3132069_en
https://www.esma.europa.eu/press-news/consultations/consultation-trading-obligation-derivatives-under-mifir-0
http://ec.europa.eu/info/law/better-regulation/initiatives/ares-2017-3372443_en
https://www.esma.europa.eu/press-news/consultations/draft-technical-advice-implementing-technical-standards-and-guidelines
http://www.eba.europa.eu/news-press/calendar?p_p_id=8&p_p_lifecycle=0&p_p_state=normal&p_p_mode=view&p_p_col_id=column-1&p_p_col_count=1&_8_struts_action=%2Fcalendar%2Fview_event&_8_redirect=http%3A%2F%2Fwww.eba.europa.eu%2Fnews-press%2Fcalendar%3Fp_p_id%3D8%26p_p_lifecycle%3D0%26p_p_state%3Dnormal%26p_p_mode%3Dview%26p_p_col_id%3Dcolumn-1%26p_p_col_count%3D1%26_8_tabs1%3Devents%26_8_eventTypes%3Dconsultation%252Cdiscussion&_8_eventId=1838744
http://www.eba.europa.eu/news-press/calendar?p_p_id=8&p_p_lifecycle=0&p_p_state=normal&p_p_mode=view&p_p_col_id=column-1&p_p_col_count=1&_8_struts_action=%2Fcalendar%2Fview_event&_8_redirect=http%3A%2F%2Fwww.eba.europa.eu%2Fnews-press%2Fcalendar%3Fp_p_id%3D8%26p_p_lifecycle%3D0%26p_p_state%3Dnormal%26p_p_mode%3Dview%26p_p_col_id%3Dcolumn-1%26p_p_col_count%3D1%26_8_tabs1%3Devents%26_8_eventTypes%3Dconsultation%252Cdiscussion&_8_eventId=1848356
http://www.bankofengland.co.uk/pra/Pages/publications/cp/2017/cp1017.aspx
https://www.esma.europa.eu/press-news/consultations/consultation-guidelines-ccps-conflict-interest-management
https://eiopa.europa.eu/Pages/Consultations/EIOPA-CP-17-004-Consultation-Paper.aspx


 

22 September: Deadline for responses to EBA Discussion on the treatment of structural 

FX under Article 352(2) of the CRR 

29 September: Deadline for responses to EBA consultation on central contact points 

under the revised Payment Services Directive (PSD2) 
 

 

City of London Research 

  

The City of London produces regular research on EU Financial Services which can be 

accessed here. 
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