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Summary of actions to be taken by Financial Institutions:

Not to pay dividends and review dividend distribution policy and
remuneration policy

Review business continuity plans and strategies

Notify regulators and market in case of expected delay in publication
of annual financial reports

Follow to recommendations on financial reporting and accounting
treatment, including applying IFRS9, use of capital and liquidity
buffers, classification of loans in default, identification of forborne
exposures

Recording of telephone conversations (under MiFID II) can be
temporary replaced by alternative steps. Enhanced monitoring and
ex-post review of relevant orders and transactions should be
implemented

Disclose as soon as possible any relevant significant information
concerning the impacts of COVID-19 on fundamentals, prospects or
financial situation.

How Deloitte can support you:

Review contingency plans, identify key weakness points in crisis 
preparedness and management in order to be ready for future scenarios

Perform gap analysis of cyber security and information security
arrangements

Advice in change management and review effectiveness of functions, 
propose updates in business strategies, including digital solutions

Review outsourcing arrangements, agreements and exit plans and prepare 
recommendations for business functioning  

Review remuneration policies

Consult in financial reporting and accounting treatment 
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The COVID-19 is dominating the news cycle in media and personal conversations, and it

is a serious test to not only personal, but also business health. We at Deloitte are

actively implementing our response to this situation and working on solutions to avoid

potential difficulties in your business. For your convenience, have prepared this

comprehensive summary on regulatory updates during March 2020, relevant for

Financial Institutions to ensure you are informed and prepared for changes to follow.
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ECB and FCMC ask banks not to pay dividends (ECB:

link, FCMC: link) (27 March)

 Not to pay dividends for 2019 and 2020 or buy back shares during

COVID-19 pandemic (at least until October 2020) and review

dividend distribution policy

 To keep funding households, small businesses and corporations

Details of the Regulatory recommendations – European Central Bank (ECB)

ECB Banking Supervision provides

further flexibility to banks (link)

(20 March)

 Flexibility in prudential treatment of loans

backed by public support measures

 Avoid excessive procyclical effects when

applying the IFRS9

 ECB activates capital and operational relief

measures

 Capital relief amounts to €120 billion and could

be used to absorb losses or potentially finance

up to €1.8 trillion of lending

ECB Banking Supervision provides temporary capital

and operational relief (link) (12 March)

 Banks can fully use capital and liquidity buffers, including Pillar 2

Guidance

 Operational flexibility in the implementation of bank-specific

supervisory measures

ECB to the significant banks (3 March) regarding the critical need to review their business continuity plans and

address the risk of a pandemic in their contingency strategies. (link)

 Measures of infection control in the workplace and worker education

 To which extent contingency plans include a pandemic scenario and business risk

 How quickly measures foreseen under scenario of the contingency plan could be implemented and how long operations could be sustained

 Alternative and sufficient back-up sites

 Testing the capacity of existing IT infrastructure

 Risks of increased cyber-security related fraud

 How services continuity would be ensured by critical service providers

https://www.bankingsupervision.europa.eu/press/pr/date/2020/html/ssm.pr200327~d4d8f81a53.en.html
https://www.fktk.lv/jaunumi/pazinojumi-medijiem/fktk-sagaida-ka-latvijas-kreditiestades-pasreizejos-apstaklos-atturesies-no-dividenzu-izmaksas/
https://www.bankingsupervision.europa.eu/press/pr/date/2020/html/ssm.pr200320~4cdbbcf466.en.html
https://www.ecb.europa.eu/press/pr/date/2020/html/ecb.pr200312~45417d8643.en.html
https://www.bankingsupervision.europa.eu/press/letterstobanks/shared/pdf/2020/ssm.2020_letter_on_Contingency_preparedness_in_the_context_of_COVID-19.en.pdf
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EBA provides additional clarity on measures to

mitigate the impact of COVID-19 on the EU banking

sector (link) (31 March)

 Flexibility in assessing deadlines of institutions’ Pillar 3

disclosures

 Review dividend and other distribution policies, including

variable remuneration, and use capital for ensuring continuous

financing to the economy

 Identifying new and emerging ML/TF risks

EBA provides clarity to banks and consumers on the application of the prudential framework (link) (25 March)

EBA issued a statement to explain a number of additional interpretative aspects on the functioning of the prudential framework in relation to the

classification of loans in default, the identification of forborne exposures, and their accounting treatment.

 In case of debt moratoria, there is no automatic classification in default, forborne, or IFRS9 status

 Adequate risk measurement and to prioritize individual assessments of obligors’ likeliness to pay when possible

 Consumer protection remains a priority

 Well-functioning payment services are vital at this time

Details of the Regulatory recommendations – European Banking Authority (EBA)

EBA statement on actions to mitigate 

the impact of COVID-19 on the EU 

banking sector (link) (12 March)

 EU-wide stress test postponed to 2021 to 

allow banks to prioritise operational 

continuity

 Local regulators should re-prioritise on-site 

inspections

https://eba.europa.eu/eba-provides-additional-clarity-on-measures-mitigate-impact-covid-19-eu-banking-sector
https://eba.europa.eu/eba-provides-clarity-banks-consumers-application-prudential-framework-light-covid-19-measures
https://eba.europa.eu/eba-statement-actions-mitigate-impact-covid-19-eu-banking-sector
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ESMA Clarification of issues related to the 

application of MiFID II requirements on the 

recording of telephone conversations (link) (20 

March)

 MiFID II states that mandatory records to be kept by firms 

include recording of telephone conversations relating to 

transactions concluded when dealing on own account and the 

provision of client order services that relate to the reception, 

transmission and execution of orders.

 The recording of relevant conversations may not be practicable 

due to remote working by a significant part of staff, or the lack 

of access by clients to electronic communication tools.

 Firms to consider what alternative steps they could take to 

mitigate the risks related to the lack of recording. This could 

include the use of written minutes or notes of telephone 

conversations when providing services to clients, subject to 

prior information being provided to the client of the 

impossibility to record the call and that written minutes or 

notes of the call will be taken instead. In these scenarios, firms 

should also ensure enhanced monitoring and ex-post review of 

relevant orders and transactions.

Details of the Regulatory recommendations – European Securities and Markets Authority (ESMA)

ESMA statement on actions to mitigate the 

impact of COVID-19 on the EU financial 

markets regarding publication deadlines 

under the Transparency Directive (link) (27 

March)

 Issuers whose securities are admitted to trading on a 

regulated market are required to publish an annual 

financial report at the latest four months after the end 

of each financial year. For 31 December 2019 financial 

year-ends, the latest publication date is 30 April 2020. 

Reporting period can be prolonged for two months 

following this deadline.

 Issuers of shares or debt securities are required to 

make public a half-yearly financial report. For period 

ended on 31 December 2019, the latest publication 

date is 31 March 2020. Local Regulators should not 

punish for a period of one month following this 

deadline.

 In case of expected delay should inform local 

Regulators and the market, including the reasons and 

the estimated publication date.

https://www.esma.europa.eu/sites/default/files/library/esma35-43-2348_esma_statement_on_covid-19_telephone_recording.pdf
https://www.esma.europa.eu/sites/default/files/library/esma31-67-742_public_statement_on_publication_deadlines_under_the_td.pdf
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ESMA recommends action by financial market participants for 

COVID-19 impact (link) 

 All should be ready to apply their contingency plans, including deployment 

of business continuity measures, to ensure operational continuity in line 

with regulatory obligations.

 Issuers should disclose any relevant significant information concerning the 

impacts of COVID-19 on their fundamentals, prospects or financial situation.

 Issuers should provide transparency on the actual and potential impacts of 

COVID-19, based on both a qualitative and quantitative assessment on their 

business activities, financial situation and economic performance in 2019 

year-end financial report or in interim financial reporting disclosures.

 Asset managers should continue to apply the requirements on risk 

management, and react accordingly.

Details of the Regulatory recommendations – ESMA and EIOPA

ESMA sets out approach to Securities Finance 

Transactions Regulation (SFTR) 

implementation (link) (19 March)

 Securities Finance Transactions (SFT) reporting 

obligations are not expected until 13 July 2020

The European Insurance and Occupational 

Pensions Authority (EIOPA) statement on 

actions to mitigate the impact of COVID-19 

on the EU insurance sector (link) (17 

March)
 Should be ready to implement the necessary 

measures to ensure business continuity

 More flexible on the timing of supervisory 

reporting and public disclosure regarding end 

2019

 Should take measures to preserve their capital 

position in balance with the protection of the 

insured, following prudent dividend and other 

distribution policies, including variable 

remuneration

ESMA statement on accounting implications of the COVID-19 

outbreak on the calculation of expected credit losses in 

accordance with IFRS 9 (link) (25 March)

 Accounting for the modifications resulting from the introduction of the 

support measures

 Assessment of significant increase in credit risk (SICR)

 Expected Credit Loss estimation

 Public guarantees on issuers’ exposures

 Transparency

https://www.esma.europa.eu/press-news/esma-news/esma-recommends-action-financial-market-participants-covid-19-impact
https://www.esma.europa.eu/press-news/esma-news/esma-sets-out-approach-sftr-implementation
https://www.eiopa.europa.eu/content/eiopa-statement-actions-mitigate-impact-coronaviruscovid-19-eu-insurance-sector_en
https://www.esma.europa.eu/sites/default/files/library/esma32-63-951_statement_on_ifrs_9_implications_of_covid-19_related_support_measures.pdf
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