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VOLUME 2 2012

Welcome to Northern Trust’s second regulatory newsletter of 2012. Dedicated to helping you stay 
ahead of regulatory change, this newsletter summarises the latest regulatory developments impacting 
Europe and provides updates on how Northern Trust is evolving to support your requirements.

Readers of the electronic version of the newsletter can use the links to access the latest 
regulatory insights from Northern Trust. 
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EUROPE

1. Proposal for a New Data Protection Framework

OVERVIEW

On 25 January 2012, the European Commission proposed a new data protection framework 
that aims to harmonise data protection law in all 27 EU member states.

KEY IMPACT

Key elements of the proposed regulation include:
■■ Supervisory authorities can fine companies or outsource providers up to 2% of a 

company’s annual turnover for breaches of the regulation 
■■ All companies with more than 250 employees must appoint a data protection officer
■■ Organisations must report personal data breaches to supervisory authorities within 24 hours
■■ Enhanced data protection rights for individuals are established, including the ability to bring 

proceedings against a company in an individual’s country of residence or the country in 
which the company is established

NORTHERN TRUST ACTIONS

Northern Trust has data protection officers located in relevant EU jurisdictions and is currently 
undertaking a review of the implication to its transfer agency and investment outsourcing 
operations services.

NEXT STEPS

The Commission’s proposals will now be passed on to the European Parliament and EU 
Member States. The regulation will come into effect two years after adoption by all EU 
member states.

2. Proposal for a New Regulation on Central Securities Depositories

Learn how to access automated trade matching for same day affirmation at: 
www. northerntrust.com/webtradeservices/

OVERVIEW

On 7 March 2012, the EU Commission proposed new regulation to apply to Central Securities 
Depositories (CSDs), which have a critical role in providing efficient registration, safekeeping 
and settlement of securities transactions across Europe. 

The EU Commission is proposing common legislation for EU CSDs, including definitions 
of CSD services, rules on authorisation, guidelines for ongoing CSD supervision, high prudential 
standards, rules for access and interoperability, and harmonised settlement periods.

The objectives of the proposed CSD regulation are complementary to the Target 2 Securities 
(T2S) project led by the European Central Bank to create a common technical platform to support 
CSDs in providing borderless settlement throughout Europe. The T2S project is scheduled for 
implementation on a phased basis from June 2015. 

Impacts
n Any EU organisation 

handling client data, 
including foreign 
companies with 
EU subsidiaries

Key takeaway
n Introduction of specific 

obligations for data 
processers would 
have a significant 
impact on the asset 
management industry

Impacts
n Investors trading in 

European securities
n European securities 

settlement 

Key takeaway
n Shorter settlement cycle 

(T+2) will mitigate 
operational risk

n Likely to create 
more competition 
between CSDs and 
sub-custodians

http://www.northerntrust.com/webtradeservices/index.html
http://www.northerntrust.com
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KEY IMPACTS

Key impacts include:
■■ The settlement period will be harmonised and set at a maximum of two days after the 

trading day (T+2) for securities traded on stock exchanges or other regulated markets
■■ Market participants failing to deliver their securities on the agreed settlement date will be 

subject to penalties and must buy those securities in the market and deliver them to their 
counterparties (harmonised buy-in rules)

■■ Issuers and investors will be required to keep electronic records for virtually all securities, 
and to record them in CSDs if they are traded on stock exchanges or other regulated markets 

■■ CSDs will have to comply with strict organisational, conduct of business and prudential 
requirements to ensure their viability and the protection of their users. They will also have 
to be authorised and supervised by their national competent authorities 

■■ Authorised CSDs will be granted a “passport” to provide services in other member states 
■■ Users will be able to choose from amongst all 30 CSDs in Europe
■■ CSDs throughout the EU will have access to any other CSDs or other market 

infrastructures such as trading venues or central counterparties (CCPs)

NORTHERN TRUST ACTIONS

Northern Trust is currently analysing the impact of the CSD regulation and T2S 
implementation on its services. We are actively responding to the consultation via 
memberships in numerous working groups and industry associations, such as the British 
Banker’s Association UK T2S National User Group. 

We are working closely with our European sub-custody suppliers and CSDs as their product 
suites evolve. This proactive approach will work toward a cost-effective and operationally 
beneficial solution for Northern Trust and our clients. 

Northern Trust and industry experts will discuss the evolution of settlement and clearing 
in Europe at Northern Trust’s Annual Nordic Conference in Stockholm in May 2012. 

NEXT STEPS

The exact implementation date of the CSD regulation is not yet known. However, it will be 
implemented before T2S is operational (June 2015) given major contingencies in the CSD 
regulation that have to be implemented in full before the T2S go live date. 

3. ESMA’s guidelines on ETFs and other UCITS issues

OVERVIEW

ESMA is in the process of developing guidelines applicable to UCITS ETFs and structured 
UCITS, including possible measures to mitigate the risk of complex products being made 
available to retail investors.

In its initial discussion paper published 22 July 2011, ESMA reviewed the current 
regulatory regime applicable to UCITS ETFs and structured UCITS to consider whether the 
UCITS framework was appropriate for these types of products. In response to industry 
feedback, in its latest Consultation Paper of 30 January 2012, ESMA has broadened the scope 
of the review across all UCITS and is not limited to ETFs and structured UCITS.

Impacts
n UCITS ETFs and 

structured UCITS 
managed in, domiciled 
in and distributed in 
the European Union

n Review has recently 
been extended to all 
UCITS products

http://www.northerntrust.com
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The latest consultation paper proposes:
■■ The creation of a harmonised framework across Europe for the calculation of tracking 

error in index funds
■■ Guidelines on disclosure requirements in the KIID and prospectus for index-tracking 

leveraged UCITS
■■ Guidelines for the definition of UCITS ETFs, the use of identifiers for such funds, 

disclosure requirements for actively managed UCITS ETFs and rules for the protection of 
investors dealing on secondary markets

■■ Guidelines on the use of efficient portfolio management techniques by UCITS and on 
related disclosure requirements: this includes repos, reverse repos and securities lending; 
Disclosure requirements include relevant fee disclosures in the prospectus 

■■ Clarification on rules applicable to UCITS that hold total return swaps 
■■ Guidelines on UCITS that have exposure through strategy indices, including the definition 

of what can be determined as an index under UCITS (noting daily or intra-day rebalanced 
portfolios cannot be considered indices)

NORTHERN TRUST ACTIONS

Northern Trust is actively participating in industry groups (such as the Irish Funds Industry 
Association) that are actively lobbying the regulator. 

Northern Trust will be speaking on a regulatory panel at the upcoming industry conference, 
Inside ETFs in May in Amsterdam, and continues to closely monitor the impact on UCITS 
Ireland and Luxembourg Management Company clients.

4. Update on the European Market Infrastructure Regulation (EMIR)

OVERVIEW

The EMIR is driven by the G20’s 2009 commitment to achieve greater transparency in the 
derivatives markets, eliminate systemic risk and achieve confidence in the solvency of market 
participants by the end of 2012.

After extensive negotiations, the European Parliament adopted the final text of the 
regulation on 29 March. The European Supervisory Authorities are currently drafting and 
consulting on the implementing measures that will underpin the regulation.

NEXT STEPS

Northern Trust is currently reviewing a series of public consultations published by the 
European Supervisory Authorities (the European Banking Authority, the European Securities 
and Markets Authority and the European Insurance and Occupational Pensions Authority).

We continue to closely monitor any developments on bilateral and centrally cleared trades.

Impacts
n UCITS managers and 

institutions that develop 
and manufacture 
UCITS ETFs and 
structured UCITS

Key takeaway
n Product manufacturers will 

be required to provide 
additional transparency 
to investors

n An identifier will be 
required for these funds

n Requirements for 
disclosure and provision 
of information to investors 
have been enhanced

n Additional requirements 
have been established 
for securities lending, 
collateral management 
and the use of 
strategy indices

Impacts
n All OTC derivatives 

users, even those 
granted a pension 
exemption, given the 
knock-on impacts to 
the bilateral market

Key takeaway
n The complexity of the 

collateral management 
process will increase

n The requirement 
to finance margin 
requirements may 
impact performance

http://www.northerntrust.com
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5. The Financial Transactions Tax

OVERVIEW

The EU Commission’s proposal for a Directive implementing a financial transactions tax 
(FTT) was published 28 September 2011 and, if enacted, would apply 1 January 2014.

The Commission proposes a:
■■ 10 basis point tax on equity and bond transactions 
■■ 1 basis point tax on derivatives transactions

The proposed tax would apply to financial transactions where at least one of the parties is 
established in an EU member state and either that party or another party is a financial institution. 
By definition, financial institutions include banks, pension funds, and their managers, insurers, 
re-insurers, special purpose companies, collective investment funds and their managers. 

Amongst the countries promoting the adoption of the FTT are France and Germany. The 
United Kingdom has voiced strong opposition to the adoption of the FTT, highlighting the risks 
to competitiveness and potential flight of capital and jobs unless such measures are adopted at 
a global level. 

France is producing plans to impose a FTT in France, irrespective of whether the European 
Union or any other member states impose their own tax. On 8 February, the French government 
released details on its proposed tax, which resembles the UK stamp duty on share trading. The 
French proposal includes a 10 basis point tax on purchases of shares in listed companies head- 
quartered in France that have a market capitalisation of at least E1 billion, and a 1 basis point 
tax on the notional amount of naked credit default swaps purchased on EU sovereign bonds 
that are entered into by French companies. 

No tax would be levied on bond transactions or other derivatives transactions. The 
proposal includes a 1 basis point tax on high frequency traders located in France, generally 
based on the value of cancelled orders above a specified threshold. The tax will be effective 
on transactions executed beginning 1 August 2012. French authorities expect approximately 
E1 billion per year in revenues to be raised by the tax after 2012. The practical implementation 
of the collection of tax for shares of French headquartered companies traded outside of 
France’s borders is currently unclear. 

NEXT STEPS

Unanimous agreement at the Council of Ministers is required for the proposed EU level 
Directive to be implemented. Given the current division of opinion among EU member states 
it is still unclear if any such agreement will be reached.

Northern Trust is currently working closely with its French subcustodian, BNP Paribas 
Securities Services, to establish operational procedures around the impending French FTT.

The French Central Securities Depository, Euroclear France, will produce a definitive 
market guide on collection and payment of the French FTT. Northern Trust expects this 
information to be published by Euroclear France in May 2012.

Impacts
n Financial institutions 

including banks, 
pension funds and 
their managers, 
insurers, re-insurers, 
special purpose 
companies, collective 
investment funds and 
their managers

Key takeaway
n Potential tax applied to 

financial transactions 
where at least one of 
the parties is established 
in an EU member state 
and either that party 
or another party is a 
financial institution

n Proposed Directive 
requires unanimous 
agreement at the 
Council of Ministers – it 
is currently unclear if 
any such agreement 
will be reached

n France will introduce 
a financial transaction 
tax irrespective of 
whether other EU 
member states propose 
similar measures

http://www.northerntrust.com
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6. Update on the revision of Markets in Financial Instruments Directive (MiFID II)

OVERVIEW

MiFID II builds on the initial MiFID Directive (implemented in November 2007) to promote 
further competition in the European securities market, modernise market structures, increase 
market transparency and enhance investor protection. It will be reinforced by other regulatory 
changes such as regulations on OTC and central counterparties (EMIR), short-selling and 
credit default swaps (CSD) together with upcoming reviews of the Market Abuse Directive 
(MAD) and the Securities Law Directive (SLD).

Following the release of the EU Commission’s legislative proposal to amend MiFID on 
20 October 2011, the European Securities and Markets Authority (ESMA) launched a 
consultation on the guidelines concerning the compliance function and on the guidelines 
on suitability requirements. ESMA published the feedback to the consultations at the end of 
February 2012. 

NORTHERN TRUST ACTIONS

Following our response in February 2011 to the Commission’s initial consultation process on 
revising MiFID, Northern Trust is actively engaged with industry bodies to examine the impact 
of the proposals contained in the revised text. 

NEXT STEPS

The proposals are now with the European Parliament and the Council of Ministers for review. 
A final agreement on the proposals is expected by the end of the year, with implementation of 
MiFID II not expected until 2015.

Impacts
n Anyone operating in 

the European securities 
market including:
— Broker dealers
— Fund distributors
— Traditional and 

alternative asset 
managers

— Wealth management
— Custodians

Key takeaway
n A key piece of regulation 

set to transform the way 
a range of instruments 
are traded in Europe

n Introduces a new 
passporting regime  
for non EEA firms 

n ESMA and national 
regulators (in coordination 
with ESMA) given powers 
to intervene to protect 
investors from 
inappropriate products 
or services by banning 
products

n Increased transparency 
and reporting 
requirements for 
product classes such as 
OTC derivatives and 
fixed income 

n Local authorities/
municipalities are to be 
treated as retail clients 
unless an opt-up 
procedure is followed to 
treat them as elective 
professional clients.

http://www.northerntrust.com
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7. Update on Alternative Investment Fund Managers Directive (AIFMD)

OVERVIEW

The Directive imposes new regulatory provisions on non-UCITS funds that actively market to 
EU investors. Each member state is due to transpose the Directive into domestic law by 22 July 
2013. Two further phases remain in order for the Directive to become fully implemented at 
national level:
■■ ‘Level 1’ has established the high level legislative framework
■■ However ‘Level 2’ implementing measures and ‘Level 3’ technical standards and guidelines 

remain to be completed
The Level 2 process is now approaching conclusion. On 16 November 2011, the European 

Securities and Market Authority (ESMA) issued technical advice that was followed by the EU 
Commission’s draft document outlining proposed implementing measures. The Commission 
has received comments from national government agencies, and while we expected to see its 
final document by the end of April, this has now been delayed until the end of the second quarter.

The Commission’s draft document accepts some of ESMA’s technical advice, but differs 
in key areas such as depositary liability and operations, delegation and third country 
cooperation arrangements.

We also understand that national regulators and legislators have commenced proceedings 
to implement Level 3 – namely the transposition of the Directive into national law.

NORTHERN TRUST ACTIONS

Northern Trust continues to contribute actively in the consultation process through 
various industry bodies such as the Association of Global Custodians and the Irish Funds 
Industry Association. 

In the meantime, internal working groups are concentrating on the impact of key areas of 
the Directive including analysis and preparation for depositary liability, depositary operations, 
valuation and reporting.

Impacts
n Non-UCITS funds 

managed in, domiciled 
in, and/or distributed in 
the European Union

n Non-EU managers 
wishing to sell into Europe

n Institutional investors – 
the depositary liability 
requirement has the 
potential to raise costs 
and may drive some 
managers to manage 
funds differently

Key takeaway
n Managers need to 

demonstrate new 
governance, reporting 
and structural 
requirements

n New operational 
requirements have been 
established around 
depositaries, valuation, 
reporting and distribution

n Potential investors will 
need to consider the 
impact of AIFMD as it 
may raise costs and may 
drive managers to 
manage funds differently

http://www.northerntrust.com
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UNITED KINGDOM

8. Tax - transparent fund

View further Northern Trust insights at northerntrust.com

OVERVIEW

The UK government announced its intention in the 2011 budget to introduce a new, 
regulated, tax-transparent fund (TTF) vehicle primarily to facilitate the setting up of pooled 
“Master Funds” under UCITS IV. The main objective of introducing such fund vehicles is to 
ensure that the United Kingdom is able to compete to win an appropriate share of European 
pooled funds as UK-domiciled funds. Other countries, such as Germany and Australia, are 
also looking at tax-transparent funds and are currently discussing the options to implement 
these vehicles. 

The UK Treasury’s recent consultation paper, published 10 January 2012, explains the 
background to the government’s proposals, the structure of the tax-transparent vehicles, the 
required regulatory and tax legislation and the expected benefits of introducing the 
contractual schemes.

NORTHERN TRUST ACTIONS

A strong lobbyist for the creation of the TTF, Northern Trust has played a central role in the 
industry consultation process and the Treasury working groups involved in designing the UK 
TTF and assisting with the drafting of UK rules.

We have submitted a response to the recent HMT consultation and continue to share 
knowledge on the TTF via workshops and conference presentations.

NEXT STEPS

The consultation period closed 19 March and a Treasury response document will be published 
shortly. It is expected that legislation will be introduced in the summer and this has recently 
been re-confirmed in the UK budget of 21 March.

Impacts
n UK pension funds, local 

government pension 
schemes, multinational 
pension schemes, asset 
managers and insurers

n European, Asian and 
US-based asset 
managers looking to 
operate a central 
platform for global 
distribution needs

Key takeaway
First UK-authorised fund 
regime for tax-transparent 
contractual funds, supporting:
n Master feeder structures 

under UCITS IV – allows 
for economies of scale, 
cost reduction and 
increased returns for 
investors

n Solvency II – reinsurers 
need to move assets to a 
tax-transparent fund to 
mitigate regulatory 
capital cost

n FATCA and Dodd-Frank 
Act – affecting 
investment managers 
with US clients and 
highlighting the 
advantages of greater 
oversight and tax-
transparency over assets

n Asset pooling – 
multinationals, local 
government pensions 
schemes, investing pension 
assets alongside peers

http://www.northerntrust.com/pws/jsp/display2.jsp?TYPE=interior&XML=pages/nt/0802/pressRelease.xml&prd=/primary/pressrelease/1333020737136_480.xml&nxml=/content/pages/nt/0409/63913851_3892.xml
http://www.northerntrust.com
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IRElAND

9. Policy Change: Payments of Dividend out of Capital 

OVERVIEW

Following submissions made by the Irish Funds Industry Association, on 14 February 2012 the 
Central Bank of Ireland implemented a change in its policy that permits distributions of capital 
by retail investment funds, subject to certain requirements and disclosures as set out below.

The required disclosures are as follows:

Constitutional document
■■ There is appropriate provision to allow distributions out of capital 

Prospectus
■■ The rationale for distributions out of the capital of the investment fund must be clearly outlined
■■ Documents must commence with a prominent risk warning describing the effects of 

making distributions from capital, such as: 
 — Capital will be eroded
 — The distribution is achieved by forgoing the potential for future capital growth; and
 — This cycle may continue until all capital is depleted

A similar risk warning must be contained in any subscription form or marketing material.
■■ The prospectus must highlight that distributions out of capital may have different tax 

implications to distributions of income and recommend investors to seek advice in this regard

Income statements/distribution vouchers
■■ Documentation issued to unit holders in conjunction with a distribution should indicate 

whether the distribution has been paid out of capital or not
Central Bank application forms (the UCITS Application Form and the Non-UCITS Application 
Form) have also been updated to reflect these disclosure changes. 

10. Fitness and Probity Requirements and Standards

OVERVIEW

On 1 September 2011, the Central Bank of Ireland (CBI) published fitness and probity 
regulations and standards (the “Standards”) for all persons performing either a pre-approval 
controlled function or a controlled function under Part 3 of the Central Bank Reform Act 2012.

Regulated entities will need to perform: 
■■ A pre-approval controlled function (PCF) for all core individuals to satisfy on reasonable 

grounds that he/she complies with the standards and has agreed to comply. PCFs include 
directors, CEOs, chairman of the board or sub-committee and head of units. Before 
appointing a PCF, entities must obtain approval from the CBI

■■ No pre-approval is required for controlled functions (CFs), although the Central Bank will 
be able to investigate, suspend, remove and/or prohibit a person from carrying out the 
function. A CF includes, for example, individuals who:

 — Exercise significant control over the affairs of the regulated entity 
 — Give advice or assistance to customers in the provision of financial services 
 — Deal in or control a customer’s property (e.g. portfolio managers, promoters and 
distributors appointed to an investment fund) 

Impacts
n Irish-domiciled UCITS 

and non-UCITS funds

Key takeaway
n Distributions out of 

capital by retail 
investment funds are 
permitted subject to 
certain disclosures

Impacts
n All Irish regulated funds 

and companies

Key takeaway
n Increased governance 

and regulatory filings

http://www.northerntrust.com
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NORTHERN TRUST ACTIONS

Northern Trust is introducing appropriate procedures to comply with the obligation.

NEXT STEPS

The Standards are being implemented on a phased basis: 
■■ From 1 December 2011, existing and new staff PCFs will be subject to the regulations and 

standards 
■■ From 1 March 2012, new appointments to less senior positions (CFs) will be subject to the 

regulations and standards 
■■ From 1 December 2012, the regulations and standards will apply to all staff in existing CFs 

11. Corporate Governance Code

OVERVIEW

In December 2011, the Irish Funds industry released a voluntary Corporate Governance Code 
(the Code) which is the result of two years’ development and consultation between the industry 
and the Central Bank of Ireland. The Code is applicable to all Irish domiciled self managed 
collective investment schemes and management companies. The main points within the Code 
set out governance rules on board composition, directors’ time commitments, the role of the 
board, board meetings, and reviews of individual and collective performance by the board.

NEXT STEPS

It is expected that all funds will adopt the Code by 31 December 2012 as the Central Bank of 
Ireland will conduct a survey in 2013 of adoption rates to determine whether to make the Code 
mandatory. Where a fund adopts the Code, but not a particular provision, the fund must set 
out its reasoning in the Directors’ Report in the annual audited statements or on its website.

Impacts
n Irish domiciled self-

managed collective 
investment schemes and 
management companies

Key takeaway
n A ‘voluntary’ corporate 

governance code for the 
Irish investment funds 
industry with the aim of 
ensuring that the board 
of directors of each 
fund/management 
company performs 
effective oversight of the 
fund’s activities

n Effective 1 January 
2012 with a transitional 
twelve month period 
for existing funds/
management companies 
to comply

http://www.northerntrust.com
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UNITED STATES

12. The Foreign Account Tax Compliance Act (FATCA) 

View further Northern Trust insights at northerntrust.com

 OVERVIEW

On 8 February 2012, the US Internal Revenue Service (IRS) published proposed regulations 
on the Foreign Account Tax Compliance Act (FATCA). At the same time, the US Treasury 
released a joint statement between the United States, France, Germany, Italy, Spain and the 
United Kingdom proposing an inter-governmental approach to sharing tax information 
and becoming a FATCA partner country. These actions indicate a general intent to move the 
FATCA rules in a direction that may be more practical for financial institutions to implement. 
For example, in its 2012 budget, the UK government announced it will publish a discussion 
document in the first half of 2012 on information powers to facilitate cooperation with the 
United States to combat tax evasion in connection with FATCA. 

The proposed regulations and joint statement include: 
■■ Few details regarding how the inter-governmental approach to FATCA would work in practice. 

While the development of FATCA partner country agreements is significant, especially to 
Foreign Financial Institutions (FFIs) in jurisdictions with strict privacy and data protection 
laws, there is an increased level of uncertainty until final details are made available 

■■ Due diligence procedures for the classification of accounts have been modified in a manner 
that are expected to reduce costs associated with the review of pre-existing accounts (accounts 
opened as of 1 January 2013), but increases the complexity of classifying accounts held by 
foreign entities

■■ Consistent with their earlier guidance, the IRS and Treasury have re-affirmed their phased 
implementation approach for FATCA withholding requirements. This means that the first 
requirement to apply any FATCA withholding to non-compliant accounts will be 1 January 
2014. Withholding on gross proceeds will not apply until 1 January 2015, withholding on 
passthru payments has been pushed back to 1 January 2017 

■■ Verification procedures have been outlined confirming that participating FFIs will not 
be required to submit to periodic or random audits. However, responsible officers will be 
required to certify compliance based on the results of internal reviews

■■ Additional categories of FFIs may qualify as “deemed compliant FFIs,” presenting an 
opportunity for reducing their FATCA compliance burdens. However, these carve-outs are 
very narrow, and most collective investment vehicles will not qualify for one of them

■■ The proposed regulations make it clear that FATCA withholding will not apply to vendor 
payments for “nonfinancial services” 

■■ Grandfathering of certain obligations has been extended so that payments related 
to certain obligations (primarily debt obligations) outstanding on or before 1 January 
2013 will be excluded from FATCA withholding (prior guidance grandfathered certain 
obligations outstanding on 18 March 2012) 

Impacts
n Foreign financial 

institutions (FFIs) 
including non-US banks, 
brokers, custodians, 
investment funds, 
retirement plans, 
insurance companies; 
and the US financial 
institutions that make 
payments to FFIs

n Some government-
owned organisations, 
retirement plans and 
insurance companies 
may be exempt from 
FATCA withholding

Key takeaway
n FATCA requirements 

may cause fund 
managers to adjust 
their business models, 
including the nature 
of their investments, type 
of investors allowed 
and choice of 
distribution channels

https://www-ac.northerntrust.com/content//media/attachment/data/faq/1202/document/FATCAHeadlines022712.pdf
http://www.northerntrust.com
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Sweden Filial is authorised by the Financial Services Authority and subject to regulation by the Finansinspektionen. Northern Trust Global Services Limited 
operates in Abu Dhabi as a Representative Office. Our registered office is authorised and regulated by the Central Bank of the United Arab Emirates. The 
Northern Trust Company operates in Australia as a foreign authorised deposit-taking institution (foreign ADI) and is regulated by the Australian Prudential 
Regulation Authority. The Northern Trust Company has a branch in China regulated by the China Banking Regulatory Commission. The Northern Trust 
Company of Hong Kong Limited is regulated by the Hong Kong Securities and Futures Commission. Northern Trust Global Investments Japan, K.K. is 
regulated by the Japan Financial Services Agency. The Northern Trust Company has a Singapore Branch, which is a foreign wholesale bank regulated by the 
Monetary Authority of Singapore. The Northern Trust Company operates in Canada as The Northern Trust Company, Canada Branch, which is an authorised 
foreign bank branch under the Bank Act (Canada). Trustee related services in Canada are provided by the wholly owned subsidiary The Northern Trust 
Company, Canada, an authorised trust company under the Trust & Loans Companies Act (Canada). Deposits with The Northern Trust Company and its 
affiliates and subsidiaries are not insured by the Canada Deposit Insurance Corporation. 

IRS CIRCULAR 230 NOTICE: To the extent that this message or any attachment concerns 
tax matters, it is not intended to be used and cannot be used by a taxpayer for the purpose 
of avoiding penalties that may be imposed by law. For more information about this notice, 
see http://www.northerntrust.com/circular230.

NORTHERN TRUST ACTIONS

Comments on prior guidance made by industry groups in their written submissions (including 
submissions from Northern Trust) have resulted in many positive changes, demonstrating the 
value of submitting comment letters and meeting with the US Treasury and IRS officials. However, 
more work remains, and the dialogue between industry and the government is expected to 
continue through the 30 April 2012 deadline for submitting written comments on the 
proposed regulations. 

The Treasury and IRS have stated their intention to publish final regulations by the end of 
summer 2012.
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REGULATORY CHANGE TIMELINE: KEY MILESTONES

2012
Q1

UK Living Wills
FSA Policy 

Statement on CASS 
resolution pack 

published

EU Regulation of 
Central Securities 

Depositories
Published March 

2012

EU IORP Directive 
Review

EIOPA final advice 
to European 

Commission (EC)

EU PRIPS
Legislative proposal 

expected in Q2

EU UCITS V
Legislative proposal 

expected in Q2

EU Data 
Protection

Legislative proposal 
published

2017 – 2019

UK Independent 
Commission on 

Banking Proposals
Fully phased in 

2019

2015

EU Target2-
Securities

Operational 2015

UK Independent 
Commission on 

Banking Proposals
Legislation to 

implement retail ring 
fence by May 2015

2014
Q3/Q4

EU MiFID II
Expected 

implementation

EU Review of 
Market Abuse 

Directive
Expected 

implementation

EU Review of 
Transparency 

Directive
Expected 

implementation

2014
Q1

EU Solvency II
Applicable

EU UCITS V
Expected 

implementation

EU Financial 
Transactions Tax

Comes into effect in 
the EU from Jan 

2014

2013
Q1

2013
Q2

2013
Q3

2013
Q4

EU AIFMD
Implementation by 

22 July 2013

EU Solvency II
Transposed into 

national law

EU Financial 
Transactions Tax
Expected directive 
implementation by 

31 Dec 2013

UK Regulatory 
Architecture
New structure 
operational

US Dodd-Frank
Title VII Mandatory 
clearing Q1/Q2

2012
Q2

2012
Q3

2012
Q4

UK Living Wills
Submission of initial 

recovery and 
resolution plan by 

June 2012

UK Living Wills
CASS resolution 

packs to be 
submitted to FSA

UK Regulatory 
Architecture

Cut over for new 
structure

UK Indepenent 
Commission on 

Banking Proposals
White paper 

expected

EU IORP Directive 
Review

Publication of 
revised directive 

expected December 
2012

EU Securities Law 
Directive

Publication of 
legislative proposal

EU CRD IV/ 
Basel III

Fully phased in 
2019

EU CRD IV/ 
Basel III
Phased 

implementation 
2013–2019

EU Securities Law 
Directive

Implementation 
expected end 2013

EU EMIR
Technical standards 

finalised by 
September. EMIR 
expected to apply 

end 2012

US Dodd-Frank
Volcker Rule comes 
into effect 21 July 

2012 with two year 
conformance period

US FATCA
Proposed rules 

published February 
2012

US FATCA
Withholding starts 
for gross proceeds 

Q1 2015

US FATCA
Withholding tax 
starts for fixed, 
determinable, 

annual or periodical 
income only

US FATCA
FFIs to enter into 

agreement with IRS 
by 30 June 2013

US FATCA
FATCA regime 

effective from 1 Jan 
2013. Phased 

implementation to 
2017

US FATCA
Final rules expected 

summer 2012

UK RDR
Implementation 
31 Dec 2012

UK Living Wills
Final recovery and 

resolution plan 
submission

     LEGEND

UK Regulatory Changes

European Regulatory Changes

US Regulatory Changes

GLOSSARY

IORP: Institutions for Occupational Retirement Provision

PRIPS: Packaged Retail Investment Products

FATCA: Foreign Account Tax Compliance Act

UCITS: Undertakings for Collective Investment in Transferable Securities

EMIR: European Markets Infrastructure Regulation

RDR: Retail Distribution Review

CRD: Capital Requirements Directive

AIFMD: Alternative Investment Fund Managers Directive

MiFID: 
Markets in Financial Instruments Directive

Q50243 (05/12)

EU Corporate 
Governance 
Framework

Action plan Q3 
2012

US FATCA
Withholding starts 
for foreign passthru 

payment

EU AIFMD
Draft implementing 
measures expected 

June/July 2012

EU Recovery and 
Resolution 
Proposal

for EU framework 
expected

US Dodd-Frank
Volcker Rule 

conformance period 
ends 21 July 2014
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