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2 Italian Transitional Regime

In case the UK crashes out of the EU without a deal, the ltalian government has
issued rules to regulate continuity of banking, financial and insurance services
provided by (i) UK entities operating in ltaly and (ii) Italian entities operating in the
UK.

These rules are laid down in Law Decree no. 22 of 25 March 2019 (the Decree),
converted with amendments by the ltalian parliament into Law no. 41 of 20 May
2019, published in the Official Gazette of 24 May 2019.

Background

The Decree establishes an 18-month transition period (the Transition
Period), starting from the date of the UK's withdrawal from the EU without a
deal (Withdrawal Date). During the Transition Period, UK entities such as
banks, investment firms and e-money institutions may continue to operate in
Italy to the extent allowed by the Decree. The Transition Period rules also
apply to - inter alia - Italian banks, e-money institutions and investment firms
operating in the UK.

To benefit from the Transition Period, UK banks, investment firms and e-
money institutions operating in Italy must notify the Bank of Italy or
CONSOB (depending on the applicable supervisory regime) at least three
business days before the Withdrawal Date.

UK insurance undertakings are allowed, on certain conditions, to continue
business during the Transition Period, in respect of existing contracts.
Insurance intermediaries, however, must cease operations within six months
of the Withdrawal Date.

To operate in Italy after the Transition Period, UK banks, investment firms
and e-money institutions must, within six months of the Withdrawal Date,
apply for authorization to do so.

Italian banks, investment firms and e-money institutions may continue
to operate in the UK during the Transition Period, provided they give notice
to the supervisory authorities (notice is not necessary if they have already
applied to the competent authorities for authorization). To continue operating
in the UK after the Transition Period, they must apply to the competent
authorities for authorization.

Italian insurance or reinsurance undertakings may continue to operate
in the UK in accordance with UK rules.
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Highlights
UK entities in Italy

- ,
II1 Banking

— UK banks operating under the mutual recognition
regime may continue to operate in ltaly during the
Transition Period, after giving prior notice to the Bank
of Italy.

— UK banks operating under the freedom to provide
services and engaged in deposit-taking activities may
continue to operate in ltaly during the Transition Period,
but only in order to manage contracts existing before

othe Withdrawal Date (no new contracts).

<)
gee /nvestment

— UK banks and investment firms operating under
the right of establishment may continue to operate in
Italy during the Transition Period, after giving prior
notice to the competent authority.

— UK banks and investment firms operating under
the freedom to provide services may continue to
operate in ltaly during the Transition Period, after giving
prior notice to the appropriate authority. However, they
may only provide services to 'per se professional
clients' and 'eligible counterparties' (as defined in

Italian entities in the UK
Banking, investment, insurance, e-money

— ltalian banks, investment firms and e-money
institutions may continue to provide banking,
investment and e-money services in the UK, after
giving prior notice to the appropriate authority (notice is
not necessary if they have already applied to the
competent authorities for authorization).

ICoLONES

26 March 2019
The Decree is
ﬂ converted into law
by the Italian
Parliament.

The Decree entered
into force.

Three business days before Brexit Di@

Final deadline for banks, investment
firms and e-money institutions to
give prior notice to the competent
authority that they wish to benefit
from the Transition Period.

e
‘ Brexit Day*

The UK leaves the EU
without a deal.

Brexit Day

The Transition Period and
the six-month grace period
established by the Decree
start running.
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Legislative Decree no. 58/1998).

w@ Insurance

— UK insurance undertakings must cease operations in
Italy, but contracts existing before the Withdrawal Date
can be managed over the Transition Period.

— UK insurance intermediaries must cease operations
in Italy but have six months from the Withdrawal Date
to terminate contracts existing before that date.

gg@ E-money

¢ UK e-money institutions operating in Italy under the
right of establishment may continue to do so during
the Transition Period, after giving prior notice to the
Bank of Italy.

* UK e-money institutions operating under the freedom
to provide services must cease operations in ltaly;
however, there is a six-month grace period for the
management of contracts existing before the
Withdrawal Date.

— Italian insurance and reinsurance undertakings may
continue to operate in the UK in accordance with UK
legislation.

Six months after Brexit Day

End of the six-month
grace period.

18 months after Brexit Day

End of the Transition
Period.

Six months after Brexit Day

Final deadline for banks, investment
firms and e-money institutions to apply
to the competent authority for
authorization to operate after the
Transition Period.

* Brexit Day means 31 October 2019 or any other date on which the UK leaves the EU (any extension being subject to further agreements between the

UK and the EU).
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KBY INSIONIS

Banking services (UK banks in Italy)

m Applicable regime Actions required

UK banks p;ovicilri]ng They may continue the activity carried out To benefit from the Transition
P ser\t/lce|s un er’t' e before the Withdrawal Date (but see below Period, they must give notice to
[I] mMutualrecognition for deposit taking under the freedom to the Bank of Italy at least three
regime (article 1(2]f] of provide services). business days before the
éggﬁlggg)e Decree no. Article 3(1) of the Decree Withdrawal Date.
' Article 3(6) of the Decree
To continue their activities after
They may continue the activity carried out the Transition Period they must
UK banks engaged in before the Withdrawal Date, but only in apply for authorization from the
«M. deposit-taking activities order to manage relationships existing Bank of Italy within six months
m under the freedom to before the Withdrawal Date (no new of the Withdrawal Date.
provide services. contracts). Article 3(7) of the Decree
Article 3(2) of the Decree

I

If notice to the Bank of Italy is not sent, or arrives late, banking activities must be terminated by the
Withdrawal Date. However, to avoid harm to customers, there is a six-month grace period for the
termination of contracts. Only existing business may be continued during the grace period (no new
contracts and no renewals). If notice is given but no application for authorization is submitted, the six-month
grace period starts running from the end of the six-month window for applications.

Article 4(3) of the Decree )
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Investment services (UK banks and investment firms in Italy)

UK banks and
o investment firms
O, providing services under
the right of
establishment.

They may continue the activity carried out
before the Withdrawal Date.
Article 3(4) of the Decree

UK banks and
(5] . .
o° Investment firms
> providing services under
the freedom to
provide services.

They may continue to provide services, but
only to 'eligible counterparties' and 'per se
professional clients' (as defined in Legislative
Decree no. 58/1998), regional authorities,
autonomous provinces and public bodies,
and only until the adoption of an equivalent
decision by the European Commission or, at
the latest, until the end of the Transition
Period. Article 3(3) of the Decree
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To benefit from the Transition
Period, they must give notice to
the Bank of Italy or CONSOB at
least three business days before
the Withdrawal Date.

Article 3(6) of the Decree

To continue their activities after
the Transition Period, they must
apply for authorization from the
Bank of Italy or CONSOB within
six months of the Withdrawal
Date.

Article 3(7) of the Decree

They must cease to do business in Italy by
the Withdrawal Date, with respect to retail
clients and clients who have opted up to
professional status (as defined in Legislative
Decree no. 58/1998).

Article 4(1) of the Decree

These activities do not benefit
from the Transition Period.
There is a six-month grace
period only for the management
of existing contracts.

Article 4(1) of the Decree

¥ If notice to the appropriate authority is not sent, or arrives late, investment activities must be
terminated by the Withdrawal Date. However, to avoid harm to customers, there is a six-month
grace period for the termination of contracts. Only existing business may be continued during the
grace period (no new contracts and no renewals). If notice is given but no application for authorization is
submitted, the six-month grace period starts running from the end of the six-month window for

applications.

Article 4(3) of the Decree

\

J

Insurance services (UK insurance undertakings and intermediaries in Italy)

UK insurance
undertakings operating
under both the right of
establishment and the
freedom to provide
services.

They may continue the activity carried out

end of the Transition Period and only to the
extent necessary to manage contracts
existing before the Withdrawal Date (no new
contracts). These entities must be deleted

Italy from the Withdrawal Date.
Article 9(1) of the Decree

before the Withdrawal Date but only until the

from the list of EU undertakings operating in

Within 90 days of the Decree's
entry into force they must submit,
to the Italian supervisory authority
(IVASS), a contingency plan
setting out the management
measures for the correct
performance of contracts existing
on the Withdrawal Date, including
payment claims.

Article 9(2) of the Decree

UK insurance
intermediaries operating
under both the right of
establishment and the
freedom to provide
services.

They must cease to do business in Italy
by the Withdrawal Date and must be
deregistered.

Article 10(1) of the Decree

These entities do not benefit from
the Transition Period. There is onl
a six-month grace period for the
termination of existing contracts.
Article 10(1) of the Decree




6 Italian Transitional Regime

E-money services (UK e-money institutions in Italy)

To benefit from the Transition Period,
they must give notice to the Bank of
Italy at least three business days

They are :alloweo_l to continue before the Withdrawal Date.
the activity carried out before .
. Article 3(6) of the Decree
g L the Withdrawal Date.
operating in ltaly under . . . L
@ the right of Article 3(5) of the Decree To continue their activities after the
establishment. Transition Period, t_he_y m_ust apply to
the Bank of Italy within six months of
the Withdrawal Date.
Article 3(7) of the Decree

I UK e-money institutions

These entities do not benefit from the

< .UK e-money They must cease to do Transition Period.
institutions : . . . .

. business in Italy by the There is a six-month grace period
operating under the . -
freedom to provide Withdrawal Date. only for the management of existing

p Article 4(1) of the Decree contracts.

services.

Article 4(1) of the Decree

If notice to the Bank of ltaly is not sent, or arrives late, e-money services provided in Italy by UK e—money\
institutions operating there under the right of establishment must be terminated by the Withdrawal Date.
However, to avoid harm to customers, there is a six-month grace period for the termination of contracts
existing before the Withdrawal Date. If notice is given by a UK e-money institution operating in Italy under
the right of establishment but no application for authorization is submitted, the six-month grace period starts
running from the end of the six-month window for applications.

Article 4(3) of the Decree )

Reciprocity (Italian entities in the UK)

Prior notice must be given to the competent

5; authority at least three business days before
= Banks, investment firms They may continue the Withdrawal Date and in accordance with UK
P and e-money institutions the activity carried legislation (notice is not necessary if

111 that have a head office in out before the authorization has been requested from the
— ltaly and that are Withdrawal Date. competent authorities by the Withdrawal Date).
Article 5(1) of the Article 5(2)(3bis) of the Decree

Withdrawal Date. Decree The application for authorization must be
submitted to the competent authority at least
12 months before the end of the Transition
Period.

Article 5(3) of the Decree

@@ operating in the UK at the

° [talian insurance and reinsurance
@ undertakings which, at the
Withdrawal Date, are allowed to
operate in the UK under both the
right of establishment and the
freedom to provide services.

They may continue to operate provided that prior notice is given to
IVASS in accordance with article 22 (for insurance undertakings) and
article 59-quinquies (for reinsurance undertakings) of Legislative Decree
no. 209 of 7 September 2005 and in accordance with UK legislation.
Article 11 of the Decree
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14 November 2018 11 April 2019
The UK decides to The UK gi\‘/es t_he EU the The EU and the UK announce a Withd(awal The UK and the EU
[ —— two years' notice required agreemenltland pubﬁsh alJomt declaration on the agree to delay Brexit
o o by article 50 of the Lisbon future political relationship between the EU and Day.
ek Treaty. UK, covering, inter alia:

— the status of EU and UK citizens;
— the financial aspects of the UK withdrawal,
— the status of the Irish border.

2016 2017 2018 2019

26 June 2018 29 March 2019

The UK approves the European The UK Parliament Brexit Day *
Union (Withdrawal) Act 2018 rejects the withdrawal
whereby, inter alia: agreement.

— the European Communities
Act 1972 is repealed;

— EU legislation applicable
before Brexit Day is converted
into UK domestic legislation.

* Brexit Day means 31 October 2019 or any other date on which the UK will leave the EU (any extension being subject to further agreements between
the UK and the EU).
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lax and Legal oenvices

Studio Associato - Consulenza legale e tributaria is one of the leading Italian professional partnerships operating in
the field of tax and legal consultancy and is a KPMG member firm.

Studio Associato has 400 lawyers and tax experts working in 12 offices all over Italy: in Ancona, Bologna, Florence,
Genoa, Milan, Naples, Padua, Perugia, Pescara, Rome, Turin and Verona.

Banking law . .
Studio Associato's legal

° Regulatory perimeter analyses . team offers_a rElels (_)f
e  Corporate restructurings in the banking and financial 'ntegrated services to clients
sectors In various sectors and
Joint ventures involving listed and/or regulated industries. Our experts are
clients highly specialized and can
NPL portfolio acquisitions and disposals . .
advise clients on very

technical matters. All our

Financial services legal services are

° Acquisitions and disposals of regulated businesses

o Set up of regulated intermediaries
o Authorization procedures

° Acquisition and divestment of equity interests

° Fit and proper requirements
o Outsourcing of functions and activities

o Ordinary and extraordinary transactions

° Distribution agreements

° Pre-contractual assistance
e  Corporate governance

° Internal policies

° Cross-border services

Commercial and corporate law

. Corporate governance

. Shareholding structures
. International contracts
. Negotiation

. Insolvency procedures
. Litigation

Insurance law
° Regulatory compliance

customized to suit the
business needs of each
individual client.

Thanks to our international
competence centers and ongoing
studies, research and analyses,
the KPMG network can detect
market trends and developments
in numerous different sectors.

© 2019 Studio Associato - Consulenza legale e tributaria, an Italian professional partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International

Cooperative (“KPMG International”), a Swiss entity. All rights reserved
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LONLActs

Francesco Salerno
Partner - Head of Legal Services
E: fsalerno@kpma.it
T: +39 02 6764 4831

Teresa Leone

Senior Manager - Regulatory, financial services
E: teresaleone@kpmag.it

T: +39 06 80963 589

kpmg.com/it
J # Download on the
@) | App Store
kpmg.com/it/socialmedia kpmg.com/a

© 2019 Studio Associato - Consulenza legale e tributaria, an Italian professional partnership and a member firm of the KPMG network of independent
member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

The KPMG name and logo are registered trademarks or trademarks of KPMG International.

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although
we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or
that it will continue to be accurate in the future. No one should act on such information without appropriate professional advice after a thorough
examination of the particular situation.
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