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New European Commission

On 27 November 2019, the European Parliament approved the new European Commission (the
“Commission”) headed by Ursula von der Leyen. The new Commission is composed of the College of
Commissioners, consisting of the President, three Executive Vice-Presidents, one High
Representative/Vice-President, four Vice-Presidents, and eighteen Commissioners from the 27 EU
countries. The College of Commissioners will form the Commission’s political leadership for a 5-year
term.

The new Commission’s top priorities include (i) tackling the various challenges associated with climate

change and (ii) improving Europe’s position in the digital age.

Climate policy

The new Commission has presented its political guideline “A European Green Deal”, which is a set of
policy initiatives with the overarching objective of achieving carbon-neutrality by 2050. The package of
measures includes e.g., cutting greenhouse gas emissions by 50-55% by 2030, a new circular economy
action plan, increasing the renovation rate of buildings, and a new biodiversity strategy setting out new

forest strategies and measures to tackle soil and water pollution.

Digital policy
To improve Europe’s position in the digital age, various proposals have been introduced in key digital
areas including:

Accelerating legislation on artificial intelligence (Al), taking into account human and ethical
implications, as well as in relation to the sharing and use of non-personalized big data.
The regulation of Al will have to coexist with the need for Europe to boost its innovation
capacities and generate growth opportunities for EU businesses;

il. Proposing a Digital Services Act in the second half of 2020 to replace the current E-

Commerce Directive (2000). This new legislation will take into account the new
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environment of digital platforms, digital services, and social media, which are currently
governed by different national rules in relation to e.g. liability and safety. The existing
regulatory fragmentation is viewed as one of the main obstacles making it harder for
European start-ups to effectively compete with their US rivals; and

iii. Overseeing the proposed Digital Services Tax targeted at large tech companies if OECD’s
proposals regarding international digital taxation have not been developed by the end of
2020.

Uptick in resale price maintenance cases

Resale price maintenance (“RPM”) refers to methods taken by manufacturers or distributors to impose

fixed or minimum prices on retailers for the resale of their products to consumers.

Under EU competition law, any direct or indirect form of RPM is prohibited and is subject to fines imposed
by the relevant competition authorities. Indirect forms of RPM include e.g. restrictions on discounting
and threats or financial incentives to sell at a particular price.

In recent years, there have been several RPM cases where companies, including Japanese companies,
have faced significant fines. For example, in 2018 the Commission fined four consumer electronic
manufactures (Asus, Philips, Denon & Marantz, and Pioneer) a total of more than EUR 111 million for

imposing fixed or minimum resale prices to online retailers.

National competition authorities in Europe, such as the Bundeskartellamt in Germany and the
Competition and Markets Authority (“CMA”) in the UK, have also been very active in imposing RPM
related fines. As recently as January 2020, the CMA imposed a GBP 4.5 million fine on guitar
manufacturer Fender for pursuing a policy aimed at restricting UK retailers from discounting their online
prices. Fender's fine was reduced after it admitted its violation of competition law and co-operated with
the CMA. In August 2019, the CMA also fined Casio GBP 3.7 million for similar behavior in relation to

digital pianos and keyboards.

Implementation of the Fifth Anti-Money Laundering Directive

The Fifth Anti-Money Laundering Directive (“AMLD5”)!, which came into force on 9 July 2018, is the
latest EU Directive to combat financial crime. It amends the Fourth Anti-Money Laundering Directive
(“AMLDA4")2 and further strengthens the transparency, anti-money laundering (“AML”) and counter-

terrorist (“CT") provisions.

1 EU Directive 2018/843
2 EU Directive 2015/849
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An overview of the AMLD5 changes that may affect companies’ business in the EU is set out below.

Extension of AML and CT rules

AMLDA4 required auditors, external accountants and tax advisors to implement preventative AML and
CT measures (e.g. customer due diligence, reporting suspicious activities etc.), and AMLD5 further
extends this obligation to (i) cryptocurrency exchanges and custodian wallet providers, (ii) persons that
provide similar kinds of services to those provided by auditors, external accountants and tax advisors,

and (iii) persons trading in works of art.

Ultimate beneficial ownership (“UBQ") register

A beneficial owner is defined as a natural person or persons who effectively owns or controls a legal
entity through ownership of 25% or more of the shares or voting rights, or by other means of control.

The AMLD5 amendments place a greater emphasis on UBO transparency, and require Member States
to maintain publicly available UBO registers for legal entities. At a later stage, the national UBO registers
will be interconnected to facilitate cooperation and the exchange of information between Member States.
This will enhance public scrutiny and help prevent the use of legal entities for money laundering and the

financing of terrorism.

Further limitations on anonymity of electronic money products

Further to the limitations on prepaid cards introduced by AMLD4, AMLDS5 will further restrict the monthly
transaction limit from EUR 250 to EUR 150 for prepaid cards used directly in shops, and EUR 50 for
prepaid cards used in online transactions.

Enhanced due diligence

AMLDS5 expands and harmonizes the enhanced due diligence measures that apply to companies when

dealing with customers from high-risk third countries. Enhanced due diligence requirements include:

0] obtaining additional information about the customer and beneficial owner, the nature of the
business relationship, the source of funds or wealth, and the reasons for the transaction in
question;

(i) enhanced monitoring of the business relationship; and

(i) requiring the first payment to be made through an account that is in the customer’'s name

and with a bank that is subject to similar due diligence requirements.
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EU Financial Intelligence Units (FIUs)

Under AMLDS5, the rights and competences of FIUs will be extended, and the cooperation and exchange
of relevant information among FIUs and other relevant institutions, such as national financial supervisory
authorities, will be further facilitated. For example, Member States must establish central national
registries for bank and payment accounts and give FIUs fast access to the registries in order to identify

individuals.
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