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The European Union faces the critical challenge
of reconciling its ambitious green and digital
transformation objectives with the need to
preserve and enhance the competitiveness of
European businesses. Across multiple sectors,
companies have expressed growing concern over
the cumulative impact of EU regulation —

a phenomenon often described as “regulatory
overload.” The expanding volume, complexity,
and pace of new legislative initiatives have
translated into rising administrative and
compliance costs, particularly for small and
medium-sized enterprises (SMEs), which remain
the backbone of the European economy.

In recognition of these challenges, the European
Commission has placed regulatory simplification
at the core of its 2026 agenda.

This document prepared by Polish Confederation
Lewiatan contributes to the ongoing dialogue on
simplification. Structured around three guiding
questions, it identifies the key regulatory and
administrative barriers faced by businesses within
the EU, outlines specific legislative acts that
would benefit from simplification, and presents
forward-looking recommendations to strengthen
the Single Market over the next decade.

Collectively, these recommendations align with the
Union's overarching strategic vision: to create a
coherent, predictable, and proportionate
regulatory environment that empowers European
businesses to innovate, invest, and compete
globally - ensuring that Europe’s transition remains
a source of opportunity, not an obstacle, for
enterprises.
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02.

Circular
Economy



MOST PRESSING CHALLENGES THIS SECTOR FACES
UNDER CURRENT EU LAW

Excessive regulatory and administrative burden

O—I . Environmental legislation (PPWR, EUDR, ESPR, ESRS) imposes highly
complex, overlapping documentation, reporting and verification
requirements throughout the value chain. Multiple actors must
prepare similar documentation, even if they do not influence product
design (e.g. distributors, traders). The cumulative compliance workload
and frequency of new reporting frameworks (e.g. due diligence under
EUDR, sustainability reporting under ESRS) significantly increase
complexity.

Impact: Rising compliance and audit costs, disproportionate burden
on entrepreneurs, especially SMEs, duplication of effort, and loss of
competitiveness vis-a-vis third-country operators that are not subject
to comparable obligations.

Unrealistic and uncoordinated implementation

Oz timelines

Many recent Green Deal regulations (EUDR, PPWR, ESPR, ESRS) enter
into application without adequate transitional periods or without key

implementing acts being ready. This forces companies to collect data

and adapt systems before the rules are even finalised.

Impact: Legal uncertainty, costly re-adjustments, supply chain
disruptions, and in some cases (EUDR) unfeasible compliance due to
lack of geolocation data from third countries.

Fragmentation and inconsistency across

OB . Member States

Divergent implementation of EU environmental rules (notably
Extended Producer Responsibility — EPR systems and labelling
obligations) generates multiple national procedures for registration,
reporting, and verification.

Impact: Increased operational costs for cross-border businesses, legal
uncertainty, and reduced internal-market competitiveness.
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED

Identified Issue

or Barrier

Proposed Change
or Simplification

Expected Impact
on Business and
Competitiveness

e Unworkable
administrative
requirements

e Lack of data from third
countries

e No de minimis threshold

e Full due diligence
required for all operators

EUDR (Deforestation Regulation)

Postpone application to at
least 30 Dec 2027

Limit due-diligence
obligation to first placer
on the market

Exempt EU-origin
commodities

Create “negligible-risk”
category

Establish de minimis
thresholds

Recognise certification
schemes (ISCC, FSC, PEFC,
FairTrade, RSPO).

Reduction of excessive
administrative burden
Ensuring of
proportionality for SMEs
Lowers costs
Improvement of raw-
material availability
Strengthening of the level
playing field

Packaging and Packaging Waste Regulation

e Over-complex scope

e Unclear definitions

e Too short transition
periods

e Duplication of
documentation
obligations

e Unrealistic labelling
timelines

Clarify definitions

Revise reuse targets and
packaging ban

Extend transition periods
(24-48 mo.)

Allow grouped or digital
labelling

Limit documentation to
packaging manufacturers
Extend certain
exemptions (e.g. food
supplements, reusable
packaging)

Ensure sell-out of
compliant stock

Table 1: Proposals for Better Regulation — Circular Economy

Creater legal certainty
Lower compliance costs
More realistic adaptation
timelines

Prevention of unnecessary
waste

Maintainance of product
safety and market stability
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED

(continued)

Expected Impact

Identified Issue Proposed Change on Business and

or Barrier or Simplification ..
P Competitiveness

Extended Producer Responsibility Frameworks

e Fragmented national e Establish EU-wide e Simplified compliance
registration and reporting harmonised registration e Cost reduction
systems and one-stop shop under e Fair competition across

the Circular Economy Act the Single Market

Table 1: Proposals for Better Regulation — Circular Economy (continued)
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WHAT CHANGES IN EU LAW COULD BEST SUPPORT THIS
INDUSTRY'S DEVELOPMENT OVER THE NEXT 5-10 YEARS

O‘I Ensure realistic implementation timelines

for all new environmental legislation (“stop-the-clock” approach).
Transitional periods should align with product-innovation cycles and
take account of SMESs’ capacities.

02 Harmonise environmental compliance procedures

across the EU (e.g. EPR, labelling, reporting) to reduce national
divergences and strengthen the functioning of the Single Market.

OB Adopt a risk-based and proportionate approach
. toduediligence

and reporting (e.g. de minimis thresholds, negligible-risk categories,
reliance on international certification schemes).

O 4 Limit mandatory third-party verification

to high-risk cases only, to avoid excessive compliance costs.

O 5 Conduct cumulative impact assessments

of overlapping Green Deal regulations to prevent unintended
administrative or competitiveness burdens.

O 6 Strengthen dialogue with stakeholders

and provide sufficient transition periods before implementation of
new acts, ensuring predictability, investment stability, and smoother
adaptation to circular-economy objectives.
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035.

Digitall-
sation



MOST PRESSING CHALLENGES THIS SECTOR FACES
UNDER CURRENT EU LAW

Fundamental gap between Al rules and data

O_I protection law

There is a growing gap and conflict between the rules for developing
Artificial Intelligence and the existing GDPR framework. This includes:

¢ Lack of legal basis: There is no stable, dedicated legal basis in
GDPR (Art. 6) for the processing of personal data required for Al
training and use; "legitimate interest" is considered unstable and
subjective.

¢ Conflict with data minimisation: The classic data minimisation
principle conflicts with the needs of Al, which often require huge
amounts of data to function effectively ("the more data the better").

¢ Blocking automated decisions: GDPR (Art. 22) strictly limits
automated decision-making and does not include "legitimate
interest" as an exception, which blocks the use of many Al tools.

Impact: This gap creates significant legal uncertainty for businesses,
blocks the implementation of Al tools, and stifles data-driven
innovation.

Fragmented and inconsistent enforcement

O 2 _ of digital regulations

Businesses face inconsistent rules, guidance, and enforcement across
the 27+ EU Member States. This fragmentation appears across
multiple regulations:

e GDPR and ePrivacy: Lack of a true "one-stop-shop" and divergent
national laws/interpretations from different Data Protection
Authorities (DPAs) create legal uncertainty.

e Al Act: The Act allows Member States to designate multiple
national authorities, risking fragmented enforcement and
inconsistent guidance.

e Cybersecurity (NIS2 and CRA): Key definitions, like "main
establishment", are inconsistent between different acts (NIS2 vs
CRA), and Member States are adopting different interpretations
during transposition.

Impact: This fragmentation increases compliance burdens for
businesses operating cross-border, creates legal uncertainty, and
undermines the EU's goal of a harmonised single market.
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MOST PRESSING CHALLENGES THIS SECTOR FACES
UNDER CURRENT EU LAW
(continued)

Excessive and overlapping compliance burdens

O % Businesses face a "proliferation and complexity" of EU data
. regulations (GDPR, Data Act, DGA, Al Act, CRA, NIS2, DORA) that

create overlapping, and sometimes contradictory, requirements.
Specific examples include:

¢ Overlapping audits: Companies in scope of NIS2, DORA, GDPR,
and CRA face multiple, resource-intensive audits and conformity
assessments to demonstrate compliance with similar
requirements.

e Multiple reporting: A single cybersecurity incident may trigger
separate and inconsistent reporting obligations under NIS2, DORA,
and the CRA.

e Excessive documentation: CDPR's documentation requirements
(DPIAs, records) are disproportionately burdensome, especially for
SMEs and low-risk processing.

Impact: This draws valuable company resources away from mitigating
actual risks and into administrative tasks. It creates significant
operational costs, increases complexity, and is particularly
burdensome for SMEs.
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED

Identified Issue

or Barrier

Regarding GDPR Art. 6:
e |Lack of a stable legal basis
for Al training and use
e “Legitimate interest” is
unstable and subjective

Regarding Data
Minimasation:

Conflict between the data
minimisation principle and
the need for large datasets for
Al ("the more data the better")

Regarding GDPR Art. 22:

e |egitimate interest is not
listed as an exception
allowing automated
decisions, blocking the
use of Al tools

e The "necessity"
requirement for contract
performance is too strict

Proposed Change
or Simplification

Gap between GDPR and Al Act

Create a dedicated legal basis
in Art. 6 GDPR for Al purposes

Create a dedicated recital in
GDPR explaining the need for
large datasets for Al, shifting
the burden to assessing
which data are unnecessary

Create a fourth exemption in
Art. 22 for Al purposes,

or change Art. 22.2.a

to replace "necessity" with
"usefulness"

Table 2: Proposals for Better Regulation — Digitalisation

Expected Impact

on Business and
Competitiveness

Providing legal stability and
certainty for Al development
and deployment

Allowing for effective Al

training while reducing legal
uncertainty regarding data
minimisation compliance

Enabling the use of Al in
automated processes that are
beneficial for contract
performance, even if not
strictly "necessary"
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED
(continued)

Expected Impact

Proposed Change

Identified Issue

on Business and
Competitiveness

or Simplification

or Barrier

Al Act

Transition from FLOP
thresholds to a cumulative
e Classification based on assessment:
compute (FLOPs, e.g. 10%3) 1.a parameter threshold,
is outdated, does not and -
capture full capabilities 2.demonstrated
(data quality, architecture), performance on state-of-
and is inconsistently the-art benchmarks (e.g.
enforceable reasoning, autonomy)

Regarding GPAIM
classification:
Creation of a more accurate,
future-proof, and consistent
classification system

that reflects models'
real-world capabilities

Regarding Systemic Risk:
e Classification is based on e Shift to an outcomes-

an outdated 10%°> FLOPs
threshold

Broad discretionary
powers for the Al Office
create regulatory
uncertainty and deter
innovation

Regarding Art. 50:
e Lack of clarity and fairness

in alternative compliance
paths (preference for code
of practice signatories)

o Al Office's authority to

issue delegated acts
delays clarification and
adds uncertainty

based approach focused
on preventing defined
catastrophic outcomes
Revise Annex XlIl with
detailed, predictable,
outcome-focused criteria

Eschew rigid templates for
a principles-based
approach, giving providers
flexibility

Ensure Al-generated
content with human
review benefits from the
exemption in Art. 50(4)

Increase in regulatory
certainty and support for
innovation by focusing on
actual harm rather than

arbitrary technical thresholds

e |ncrease in compliance
flexibility and legal
certainty

e Creation of a more

practical and transparent

system

Table 2: Proposals for Better Regulation — Digitalisation (continued)
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED

(continued)

Identified Issue

or Barrier

Proposed Change

or Simplification

Expected Impact
on Business and
Competitiveness

Regarding Governance —
National level:
e Allowing Member States

e Streamline governance by e Reduction of compliance

to designate multiple
national authorities risks
inconsistent guidance,
fragmented enforcement,
and increased compliance
burdens

Lack of an explicit
"innovation mandate" for
regulators

limiting enforcement
bodies (prefer a single
main regulator model)
Incorporate a clear
innovation-support
mandate for all regulatory
authorities

burdens

Ensuring of consistent
enforcement
Balancing of oversight
with support for
technological
advancement

Regarding Governance — EU

I : .
evel . . e Reduction of
e Multiple advisory groups e .
. . . administrative burdens
with overlapping e Streamline governance at .
and legal uncertainty for
mandates create the EU level . S
. - . companies navigating the
complexity, administrative requlatory landscape
burdens, and legal 9 Y P
uncertainty
Regarding High-Risk Systems
Timeline:
e The August 2026 e Delay the application of

e Providing businesses with

compliance deadline for S
a realistic timeframe to

essential requirements by

high-risk systems is
unrealistic because the
required harmonised

6 months after the
relevant harmonised
standard is published

adapt their systems and
achieve compliance

standards are delayed
(expected late 2026).

Table 2: Proposals for Better Regulation — Digitalisation (continued)
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED

(continued)

Identified Issue

or Barrier

e Privacy is often enforced

as an absolute right,
overshadowing business
and innovation

Lack of a risk-based
approach creates
disproportionate burdens
(especially for SMEs) and
stifles innovation

Proposed Change

or Simplification

GDPR and ePrivacy Directive

Move Recital 4 (balancing
rights) into Article 1 (core
principle)

Add a risk-based approach
to Article 5 GDPR

Clarify DPA mandates (Art.
51) to require
consideration of
innovation or economic
interests

Expected Impact

on Business and
Competitiveness

Ensuring a more balanced,
proportional, and risk-
based enforcement
Reduction of burdens for
low-risk processing
Support for innovation

Regarding Consent
absolutism and legal bases:
e Over-reliance on consent

¢ Modernise cookie rules:
disapply ePD 5(3) where e Reduction of "banner

(especially ePD cookies)
leads to "banner fatigue"
and inefficiency
Consent is required even
for low-risk processing
(analytics, fraud
prevention)

GDPR applies, or
incorporate all GDPR legal
bases for cookies

Create consent
exemptions for low-risk
cases (analytics, fraud
prevention)

fatigue"

Improvement in
operational efficiency
Provision of more
appropriate legal bases for
low-risk data processing

Regarding Excessive
compliance burden and . .
docupmentation: * Embgd proportionality e Reduction of
e Extensive documentation SISl e et administrative burdens
(policies, DPIAS) is approafzhes (sgale (especially for SMEs)
burdens'ome for SMEs and opllgatlons to rISk). e Shifts in compliance focus
low-risk processing P Dl el from paperwork to actual
. . DPIAs to genuinely .
e Compliance culture is T T risk management
focused on paperwork, not

outcomes

Table 2: Proposals for Better Regulation — Digitalisation (continued)
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED

(continued)

Identified Issue

or Barrier

Regarding Fragmented and
inconsistent enforcement:
e Supervision by 27+ DPAs,
divergent national laws
e Lack of a true one-stop-
shop (OSS) causes
inconsistent rules and
legal uncertainty

Regarding Outdated and
redundant ePrivacy rules:

e Cookies or traffic data
rules are misaligned with
GDPR and modern tech
(stifles |0T/Al)

e Direct marketing regime
is outdated and
duplicative

Proposed Change

or Simplification

Establish a centralised EU
body for binding
interpretation (with CJEU
oversight)

Harmonise enforcement
(unified breach reporting,
single lead authority)

Remove or align outdated
ePD provisions (cookies,
traffic data, direct
marketing) with GDPR
Insert ePD cookie
provisions into GDPR to
centralise regulation
under DPAs

Expected Impact

on Business and
Competitiveness

Increase of legal certainty
Ensuring consistent
application of rules across
the EU

Streamlining cross-border
enforcement

Modernisation of the legal
framework

Reduction of redundant
regulation

Centralised enforcement
under a single, consistent
regime (CDPR)

Conflicting EU digital laws
(GDPR and ePD vs Data Act, DGA, DSA, DMA)

e Creation of a coherent
digital regulatory
framework

e Reduction of legal
uncertainty

e Ensuring that data
protection rules do not
unduly block innovation

e Overlapping and e Fully align ePD (Art. 5, 6,
contradictory 13) with GDPR (recognise
requirements all legal bases)

e Lack of clarity on the o Clarify the relationship
relationship creates legal between all digital laws,
uncertainty, especially prioritising flexibility and
for Al innovation.

Table 2: Proposals for Better Regulation — Digitalisation (continued)
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED

(continued)

Identified Issue

or Barrier

Regarding Data Act (Ch. II, I11):

e Data sharing mandates
may force manufacturers
to share sensitive data,
trade secrets, and IP with
competitors

e Provisions also raise
cybersecurity issues

(sharing vulnerability data)

Regarding Data Act (Art. 32)
and DGA (Art. 31):

e Lack of clarity on whether

rules on non-EU public
authority access apply to
intra-business data
transfers

Regarding Data Act, DGA,
and GDPR:

e Proliferation and
complexity of data
regulations (GDPR, DA,
DGA, Al Act, CRA) creates
inconsistencies, overlaps,
and burdens

Proposed Change

or Simplification

e Reinforce security and

trade secret "handbrakes"
in the Data Act

Make them genuine
protections (not just
processes) and expand the
security handbrake

Formally incorporate the
Commission's FAQ
(clarifying these articles do
not apply to intra- or inter-
business transfers) into
the legislation

Harmonise enforcement
via a one-stop-shop
mechanism

Leverage existing
international standards
(ISO, CEN/CENELECQC)

Table 2: Proposals for Better Regulation — Digitalisation (continued)

Expected Impact

on Business and
Competitiveness

e Protection of innovation,

intellectual property, trade
secrets, and cybersecurity
while enabling data
sharing

Providing binding legal
effect and certainty for
businesses regarding
cross-border business
data flows

Ensuring consistent
interpretation and a single
point of contact
Enhancement of data
interoperability through
global, industry-driven
standards
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED

(continued)

Identified Issue

or Barrier

General Data Protection Regulation

Regarding the scope of
GDPR:

e "Entrepreneurs" (sole
business owners) are
treated as natural persons
under GDPR, despite
acting commercially

Regarding GDPR Art. 6.1.b
and Art. 22.2.a:

e Strict interpretation of
"necessity" for contract
performance blocks useful
(but not strictly
"necessary") services,
customer care "extras",
and automated decisions

Regarding GDPR Art. 33.1 -
Breach notification:

e The wording "unlikely to
result in a risk" is too
imprecise and subject to
interpretation (e.g. Polish
DPA requires reporting
almost everything)

Proposed Change

or Simplification

e Create a recital in GDPR

explaining sole
entrepreneurs are
excluded from protection
or that protection is
balanced with their
business activity

Change the wording in
Art. 6.1.b and Art. 22.2.a
from "necessary" to
"needed" for the
performance of a contract

Change wording to
"unless it is realistically
unlikely that the... breach
will result in a risk of
serious infringement of
the rights..."

Table 2: Proposals for Better Regulation — Digitalisation (continued)

Expected Impact
on Business and
Competitiveness

e Reduction in GDPR

burdens on B2B activities
and commercial contacts

e Allowing for the

development of better
services, improved
customer care, and useful
automated decisions that
enhance user convenience

e Allowing for a more

realistic and risk-based
breach reporting
Reduction of over-
reporting of low-risk
incidents
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED

(continued)

Identified Issue

or Barrier

Regarding Inconsistent
reporting requirements:

e Scope and criteria of
reporting obligations are
not streamlined

¢ One incident may require
multiple reports (NIS2,
DORA, CRA). This draws
resources to admin tasks,
not mitigation

e Lack of liability clauses
disincentivises reporting

Regarding NIS2 Art. 26(2) and
CRA Art. 14(7) — Inconsistent
definition of "main
establishment":

¢ Different definitions of
"main establishment"

e Member states interpret
NIS2 differently,
undermining
fragmentation reduction

Proposed Change

or Simplification

Cybersecurity regulations

(NIS2, CRA, DORA)

e Create single national

notification entry points
(e.g. CSIRTSs)

Add liability clauses
(clarifying no liability for
spill-over effects from
notification)

A company's main
establishment under NIS2
should be automatically
recognised under the CRA

Table 2: Proposals for Better Regulation — Digitalisation (continued)

Expected Impact
on Business and
Competitiveness

e Avoiding multiple

reporting

Streamlining compliance
would allow companies to
focus on mitigation, and
incentivise controlled
reporting

Ensuring a true one-stop-
shop principle, especially
for incident reporting
Reduction of regulatory
fragmentation
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED
(continued)

Identified Issue Expected Impact

Proposed Change .
P 9 on Business and

or Barrier ..
Competitiveness

or Simplification

Regarding Overlap of audit

and conformity assessment e Develop a common set of
requirements between tools for NIS2 conformity
NIS2, DORA, GDPR, CRA: and ensure mutual e Streamlining supervision
e Companies face multiple, recognition of national e Avoiding duplication
overlapping assessments certifications e Reduction of costs and
and audits (e.g. providers e Allow providers under resource intensity
repeatedly audited by DORA or NIS2 to e Enhancement of
multiple clients) streamline compliance efficiency without
e National NIS2 rules add (e.g. shared audit metrics weakening oversight
fragmentation or recognising ESA
e Processes are costly and risk-tiering)

resource-intensive

Table 2: Proposals for Better Regulation — Digitalisation (continued)
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WHAT CHANGES IN EU LAW COULD BEST SUPPORT THIS
INDUSTRY'S DEVELOPMENT OVER THE NEXT 5-10 YEARS

The Current Regulatory Burden:
Fragmentation and Structural Rigidity

Looking ahead, the most critical evolution for digital °
sector trajectory is not a specific legislative repeal but a
fundamental re-engineering of the EU's regulatory
philosophy and architecture. The current landscape is
defined by a costly accretion of complex, overlapping,
and often contradictory legal frameworks, creating a
multi-layered compliance burden that drains
resources away from core innovation and effective risk
mitigation. Development is stifled by a structural
preference for rigid rules, such as outdated technical
thresholds and inflexible consent-only regimes that fail
to adapt to technological reality.

The Path Forward:
Coherence, Proportionality,
. and Balanced Regulation

To truly support development over the next decade,
the EU must transition from this fragmented, risk-
averse enforcement culture to one of genuine legal
coherence. This demands a streamlined governance
model with clear, centralised interpretation, a systemic
embedding of proportionality and a true risk-based
approach across all digital files and a clear mandate for
regulators to actively balance fundamental rights with
the explicit goals of economic dynamism and
technological advancement.
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04.

F U
Funds



MOST PRESSING CHALLENGES THIS SECTOR FACES
UNDER CURRENT EU LAW

Current EU regulations are complex (at both the EU and national levels),
resulting in extensive documentation and lengthy preparation times for
project applications, contracts, and settlements. There is a lack of simplified
procedures, standardised indicators and a central information portal to reduce
beneficiaries' administrative burdens.

Bureaucracy in Using EU Funds O_I

Impact: Entrepreneurs (especially SMEs) incur high costs to comply with
formal requirements. The lengthy procedures also stifle innovation within
companies and hinder investments.

Proposed Simplifications and Concerns: The proposed simplifications in the
package of draft regulations for the 2028-2034 financial framework partly
address this challenge. However, these proposals are not yet final, and the
pledges of a percentage reduction in firms' administrative burdens that appear
in the drafts seem declarative and hard to measure. We also fear that, despite
simplifications at the EU level, overregulation will persist at the national level
(based on Polish experience).

Restrictive State Aid Rules Limiting Support

O 2 . for Entrepreneurs

EU rules on state aid (e.g. de minimis thresholds or support intensity caps)
often restrict the ability to co-finance businesses effectively, especially in large
investment projects. Despite the recent increase of the de minimis aid ceiling
from €200,000 to €300,000 over a three-year period, it may still prove too low
for many companies planning larger undertakings. The conditions for receiving
public aid under the GBER regulation are often stringent and difficult to
interpret for both entrepreneurs and the institutions granting support.

Impact: From a business perspective, the current system is too inflexible. For
example, support for large companies in more developed regions is limited,
the incentive effect makes it difficult to respond to project changes (it blocks
the ability to make modifications), the fixed timeframe for implementing

the results of innovative projects makes it impossible to meet conditions in the
biotechnology sector (due to lengthy clinical trial and certification procedures),
and restrictive conditions in some categories of public aid practically render
them dead letter (e.g. in certain forms of environmental aid). This challenge
especially affects innovative and transformational projects (digital or
climate-related), which require a fast and substantial capital injection.

Current Actions: In the ongoing revision of the GBER regulation, we have
submitted comments aimed at simplifying the rules for granting public aid.

SIMPLIFYING EU RULES | RECOMMENDATIONS BY POLISH CONFEDERATION LEWIATAN




EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED

Expected Impact
on Business and
Competitiveness

Identified Issue Proposed Change

or Simplification

or Barrier

Commission Regulation (EU) 651/2014 (GBER)

Reform of the EU state aid

rules towards further

relaxation and simplification

is needed. This should

include:

e increasing permissible

support intensities for
investments in innovation,

The current legal framework
is too restrictive and
convoluted, which hinders
quickly providing support to
entrepreneurs. Key examples
include:

e support for large

enterprises in more
developed regions is
[imited;

the incentive effect makes
it difficult to react to
project changes (blocking
any modifications);

the fixed timeframe for
implementing results of
innovative projects makes
meeting conditions
impossible (e.g. in the
biotechnology sector, due
to lengthy clinical trial and
certification procedures);
restrictive conditions in
some categories of public
aid effectively render
them dead letter (e.g. in
some types of
environmental aid).

environment, or workforce e A more flexible state aid

training;

harmonising and
simplifying definitions of a
single undertaking and of
a company in difficulty;
increasing flexibility
regarding the incentive
effect, including the
possibility to increase the
aid amount in justified
cases;

adjusting required
implementation periods
to sector-specific
requirements;

e identifying and

eliminating excessively
restrictive conditions in
environmental aid that
block its use;
accelerating aid
notification processes.

Table 3: Proposals for Better Regulation - EU Funds

framework would allow
Member States to direct
support more efficiently to
where it is needed,
without fear of exceeding
strict limits

For businesses, this means
broader access to grants,
tax reliefs, or guarantees -
especially in large
innovative projects that
currently lie beyond the
reach of aid due to legal
constraints
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED
(continued)

Expected Impact
on Business and
Competitiveness

Identified Issue Proposed Change

or Barrier or Simplification

Commission Regulation (EU) 2023/2831 - de minimis aid

¢ A more flexible state aid
framework would allow
Member States to steer

e Further raising the -
support more efficiently

de minimis thresholds

o F)esp|te the recent o (e.g. to €500,000) should toiwhere it is needed, .
increase of the de minimis . without fear of exceeding
. . be considered. It would S
aid ceiling from €200,000 2156 be beneficial to strict limits
to €300,000 over a three- e Raising the de minimis

harmonise and simplify
the definitions of a single
undertaking and of a
company in difficulty

to make the rules more
understandable

thresholds will also reduce
administrative burdens,
as fewer companies will
need to go through the
full procedure for major
aid if smaller grants can
be obtained under
simpler procedures

year period, this may still
prove too low for many
companies planning
larger undertakings

Table 3: Proposals for Better Regulation — EU Funds (continued)
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WHAT CHANGES IN EU LAW COULD BEST SUPPORT THIS
INDUSTRY'S DEVELOPMENT OVER THE NEXT 5-10 YEARS

Simplification and Integration of

Funding Structures O _‘
A comprehensive simplification and integration of the °

funding system is essential for improving accessibility
and effectiveness. Efforts should be made to ensure
that the next EU financial frameworks operate under a
unified, simple set of rules. The planned creation of a
single European Fund with harmonised provisions for
various programmes represents a step in the right
direction. Such integration should go hand in hand
with beneficiary-friendly solutions, namely simple
applications, a consistent IT system, and one point of
contact for funds throughout the entire EU. This
streamlined approach would significantly reduce the
administrative burden currently facing applicants and
beneficiaries across Member States.

Building Flexibility into Financial
Frameworks

° Recent experiences, including the pandemic, the
energy crisis, and the war in Ukraine, demonstrate that
rigid financial frameworks make it difficult to direct
resources to where they are urgently needed. In
coming years, EU law should include flexibility
mechanisms that enable rapid response to emerging
challenges. For example, the ability to quickly
reallocate part of funds to new objectives in case of a
crisis, without lengthy procedures to amend
regulations, would enhance the Union's capacity to
address urgent priorities. In this regard, it is also
necessary to accelerate decision-making processes,
both at the law-making stage and in the approval of
programmes and projects. Streamlined procedures
would enable the EU to respond more effectively to
dynamic economic and geopolitical circumstances.
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WHAT CHANGES IN EU LAW COULD BEST SUPPORT THIS
INDUSTRY'S DEVELOPMENT OVER THE NEXT 5-10 YEARS
(continued)

Strategic Targeting and Universal

O % Access to Funds
° Funds should be targeted at innovation, digitalisation,

and the green transition so that business development
addresses future challenges effectively. At the same
time, universal access to funds must be ensured for
both SMEs and large enterprises. It makes sense to
consider moving away from a scheme in which the
vast majority of resources are directed exclusively to
SMEs, thereby excluding large entities. Large
enterprises, especially those undertaking strategically
important projects in areas such as energy, innovation,
or industrial infrastructure, should also be able to
benefit from EU grants or financial instruments,
naturally respecting competition rules.
Simultaneously, access to support for small companies
should be simplified to ensure they can participate
without facing disproportionate administrative
barriers. This balanced approach would maximise the
impact of EU funding across the entire business
ecosystem.

Investing in Skills Development
and Workforce Readiness

Investment in strengthening employees' skills and °
developing the workforce through EU funds remains a
critical priority. EU resources in the coming years
should concentrate more intensively on upskilling,
reskilling, and validating employees' competencies to
meet evolving market demands. In new ESF
regulations, the goal of developing skills that meet the
economy's needs and making better use of talent
should be emphasised explicitly. This focus on human
capital development will ensure that European
workers and businesses remain competitive in a
rapidly changing global economy.
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WHAT CHANGES IN EU LAW COULD BEST SUPPORT THIS
INDUSTRY'S DEVELOPMENT OVER THE NEXT 5-10 YEARS
(continued)

Streamlining Fund Management

O "_ through Digitalisation and Partnership

D ° Another expected direction of change is to streamline
the fund management system through full
digitalisation and genuine involvement of
stakeholders, including social and economic partners,
in the decision-making process. Ensuring a genuine
partnership requirement, rather than mere token
consultation, in regulations will ensure that the rules
are better aligned with market realities. Digital tools
should facilitate transparent, efficient application and
monitoring processes, whilst meaningful stakeholder
engagement should inform the design and
implementation of funding programmes. This dual
approach of technological modernisation and inclusive
governance would enhance both the efficiency and
legitimacy of the EU funding system.
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Cosmetics
lndustry



MOST PRESSING CHALLENGES THIS SECTOR FACES
UNDER CURRENT EU LAW

Overregulation in the Cosmetics Ingredients Area
O—I Restricting too many ingredients simultaneously without
. sufficient transitional periods leads to a lack of legal
certainty, predictability, and stability in the requlatory
system

The regulatory agenda of the European Commission includes dozens
of cosmetics ingredients at any given moment, resulting in restrictions
or bans on their use in cosmetics products. The transitional periods
granted for adaptations are too short (often three to six months) or
absent entirely. This approach to regulating multiple ingredients
simultaneously without sufficient transitional periods leads to a lack of
legal certainty, predictability, and stability in the regulatory system.

Impact on Business: Too many regulatory changes introduced within
a short period lead to a lack of predictability and stability in the
regulatory system. Companies face difficulties in planning and
implementing compliance, reformulation, and investment strategies
effectively. Substantial resources of research and development
departments are spent on adaptation to regulatory changes rather
than innovation. The innovation and competitiveness of EU companies
are hindered and reduced, as businesses focus on short-term
regulatory adaptation instead of long-term development and
innovation.

The lack of predictable and established transitional periods for the
placing on the market and making available of products containing
banned substances disrupts the functioning of cosmetic companies.
Transitional periods are essential in light of the intensification of
classification processes. This time is needed to safely implement
reformulations, label changes, or product withdrawals without sudden
shortages and unnecessary, environmentally harmful disposal of
products. The reformulation process for cosmetic products takes an
average of 4.5 years, and only if suitable alternatives are available.
Current legal acts do not establish such transitional periods.
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MOST PRESSING CHALLENGES THIS SECTOR FACES
UNDER CURRENT EU LAW
(continued)

Overregulation in the Environmental Area
O 2 Unworkable Elements, Inconsistencies, and Contradictions

The cosmetics industry is directly impacted by numerous major
regulatory frameworks, including the Ecodesign for Sustainable
Products Regulation (ESPR), Packaging and Packaging Waste
Regulation (PPWR), EU Deforestation Regulation (EUDR), Urban
Wastewater Treatment Directive (UWWTD), Green Claims Directive,
Consumer Empowerment Directive, Carbon Border Adjustment
Mechanism (CBAM), Corporate Sustainability Reporting Directive
(CSRD), and European Sustainability Reporting Standards (ESRS).
Additionally, numerous regulations impact the industry indirectly,
including emissions, energy, and decarbonisation regulations.
Together, these frameworks are changing every aspect of cosmetics
company functioning, posing new requirements and raising costs of
operation and energy.

The European Green Deal regulations were developed in massive
guantity and very quickly, often without sufficient or reliable impact
assessment. As a result, many elements of these regulations are
unworkable, pose excessive burden, or contain contradictory
provisions.

Specific Examples of Problematic Regulations: Two directives
require particular attention — the Urban Wastewater Treatment
Directive and the Green Claims Directive should be paused, revised,
and reshaped. The UWWTD is unjust as it does not realise the Polluter
Pays Principle, placing the burden of all wastewater treatment costs
on only two sectors (cosmetics and pharmaceuticals). The Green
Claims Directive in its current form is disproportionate, unclear, overly
complex, and insufficiently harmonised with existing legislation. It
introduces ambiguous and burdensome obligations related to the
verification and approval of environmental claims, which may lead to
twenty-seven national systems of market authorisation of products.
The PPWR regulation contains several unworkable elements that are
impossible to implement. The ban on flexible transport packaging,
recyclability requirements for small packaging, and lack of possibility
to use chemically recycled materials make the PPWR challenging and
even impossible to implement effectively.

The EUDR regulation poses due diligence obligations on companies
who only occasionally trade goods, such as cosmetics producers
occasionally distributing small quantities of paper calendars as gifts.
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MOST PRESSING CHALLENGES THIS SECTOR FACES
UNDER CURRENT EU LAW
(continued)

Excessive Administrative Burden in Several

OB . Green Deal Regulations

Overlapping Obligations for All Actors in the Supply Chain

Several regulations of the European Green Deal, including the EUDR
and PPWR, introduce overlapping and excessive administrative
obligations that impact all actors in the value chain, regardless of who
is the first actor placing the products on the market. Distributors are
equally obliged as the responsible persons, despite not having proper
expertise. Such multiplied obligations do not provide added value
from an environmental perspective and as such they contradict Better
Regulation principles. Moreover, the ESRS regulation requiring over
1,00 data points poses an enormous administrative burden for
companies and high costs for implementation, with costly third-party
engagement necessary in most cases.

Proposed Solutions

¢ EUDR: Due diligence obligations should be limited to the entity
that places goods or raw materials subject to the EUDR regulation
on the EU market (producers importing raw materials for
production from third countries or importers of goods or raw
materials from third countries to the EU market). Downstream
users should be exempted from providing Due Diligence
Statements (DDS).

e PPWR: Currently, PPWR documentation for packaging is very
broad, and the same requirements to carry out conformity
assessment apply to the manufacturer of the packaging,
manufacturer of the finished product in the packaging, and
distributors of the finished products. For finished products in
packaging (producers of finished products), the declaration of
conformity for the packaging should be sufficient, without
requiring the entire documentation for the packaging and proof of
conformity assessment. Moreover, distributors of finished products
should not be required to possess any documentation for the
packaging and make it available for control checks, as this
represents multiplication of the same obligation throughout the
value chain.

¢ ESRS: Requirements for sustainable development reporting in the
ESRS regulation should be significantly simplified.
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED

Identified Issue

or Barrier

Proposed Change
or Simplification

Expected Impact

on Business and
Competitiveness

e |ackof
transitional
periods

e |ack of clear
criteria for
derogations for
CMR substances

e Lack of clarity
regarding NCS
(Natural Complex
Substance)

¢ High number of
regulatory
changesin a
short period of
time

Regulation No 1223/2009 on Cosmetic Products

Introduction of transitional periods in
Art. 15 of the CPR (12 mo. for placing on
the market and 24 mo. for making
available)

Clarification of derogation criteria for
alternatives to CMR substances
Explanation of the approach to Natural
Complex Substances (NCS)
Consolidation of several regulatory
changes for ingredients in a single act
and publication at reasonable intervals
with optimal transitional periods

Environmental Omnibus

e Excessive and multiplied requirements for

documentation (EUDR, PPWR, ESRS
regulations) in the supply chain

e Unworkable elements of PPWR (ban on
flexible transport packaging, recyclability of
small packaging, lack of possibility to use
chemically recycled materials)

Proposed
changes or
simplifications
shall be
discussed in the
sections below

e EUDR - DDS obligations for companies
occasionally distributing goods

Table 4: Proposals for Better Regulation — Cosmetics Industry

Easier market access
for small and
medium-sized firms
Increase in company
investments in
innovation

Greater predictability
of regulatory
changes, enhancing
business security and
growth

Maintaining a high
regulatory standard
and consumer safety

Reduction of
excessive
administrative
burden

Workability of PPWR
and EUDR
regulations
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED
(continued)

Expected Impact

on Business and
Competitiveness

Proposed Change or Simplification

Packaging and Packaging Waste Regulation

e Exemption for flexible formats in Art. 29

e Solutions for recyclability of small packaging e Reduction of
e Acceptance of chemical recycling as complementary recycling administrative
method and streamlining of PPWR with SUP Directive (method of burden

PCR calculation)

EUDR (Deforestation Regulation)

e Application of the EUDR Regulation for all operators should be
postponed until at least 30 December 2027

e Raw materials coming from the European Union in the EUDR should
be excluded fromn EUDR obligations — companies operating in the EU
that base their operations on goods or raw materials from EU
countries should not be subject to the restrictive reporting obligations

of the EUDR e Reduction of

e EUDR regulation should be simplified in terms of administrative administrative
requirements. Due diligence obligations should be limited to the burden
entity that places goods or raw materials subject to the EUDR e Better availability
regulation on the EU market (producer importing raw materials for of raw materials
production from third countries or importer of goods or raw materials e Avoiding raw
from third countries to the EU market) materials prices

e New category for EU countries with zero risk (the so-called negligible growth
risk) that does not require the submission of DDS - should be
established

e De minimis thresholds for relevant goods and products subject to the
EUDR should be established, in terms of the minimum number of
batches and their designation, e.g. for purposes other than further
B2C and B2B sales

Table 4: Proposals for Better Regulation — Cosmetics Industry (continued)
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED
(continued)

Expected Impact
on Business and
Competitiveness

Identified Issue Proposed Change

or Barrier or Simplification

UWWTD and Green Claims Directives

e Unjust and costly EPR
scheme in UWWTD

e 27 national authorisation
systems in Green Claims
Directive

e Stop-the-clock approach e Reduction of
is needed administrative burden

Stop-the-Clock

Delay entry into force of
selected regulations or their
parts:
e EUDR regulation (2nd
postponement)
e ESPR Regulation -
delegated act on
reporting of unsold
products e Reduction of
e PPWR Regulation — administrative burden
labelling of the products
already placed on the
market (Art. 12 para. 12)
and implementing act on
packaging material
labelling enabling sorting
e Green Claims Directive —
regulatory process

e Too many environmental
regulations in too short
time

Table 4: Proposals for Better Regulation — Cosmetics Industry (continued)
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED
(continued)

Expected Impact
on Business and
Competitiveness

Identified Issue Proposed Change

or Barrier or Simplification

EUDR, PPWR, ESRS

e Simplification of
documentation
requirements in EUDR,
PPWR, and ESRS
regulations e Reduction of
¢ Documentation to be administrative burden
provided by the
responsible person — entity
placing the goods on the
market

e Too much documentation
required

e Multiplication of the
requirements in the
supply chain

Stop-the-Clock

Delay entry into force of
selected regulations or their
parts:
e EUDR regulation (2nd
postponement)
e ESPR Regulation —
delegated act on
reporting of unsold
products e Reduction of
¢ PPWR Regulation - administrative burden.
labelling of the products
already placed on the
market (Art. 12 para. 12)
and implementing act on
packaging material
labelling enabling sorting
e Green Claims Directive —
regulatory process

e Too many environmental
regulations in too short a
period.

Table 4: Proposals for Better Regulation — Cosmetics Industry (continued)
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WHAT CHANGES IN EU LAW COULD BEST SUPPORT THIS
INDUSTRY'S DEVELOPMENT OVER THE NEXT 5-10 YEARS

Establishing a Stable and Predictable
Regulatory Environment

The industry needs a reduction in the overall volume of °
regulations coupled with the establishment of a stable
and predictable regulatory framework that
incorporates sufficient transitional periods. These
elements represent the minimum conditions
necessary to restore the licence to operate and enable
European cosmetics companies to compete effectively
in global markets. The current environment of rapid
regulatory change without adequate adaptation time
undermines business planning and diverts resources
from innovation to compliance management.

Restructuring the Simplification Policy

Framework

° The European Union must reshape the operational
model governing its Simplification Policy to achieve
meaningful results. The current approach places
simplification initiatives within the same departments
and institutions that have driven the overregulation of
the cosmetics industry over the past two decades. The
proposed regulations lack a genuine "simplification
mindset" that would enable transformative change.
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06.

Finance



MOST PRESSING CHALLENGES THIS SECTOR FACES
UNDER CURRENT EU LAW

Extensive, complex, and rapidly changing

O—I . legal framework

The financial sector, especially the banking sector, is burdened with
restrictive regulations regarding, i.a., capital, fluctuation, licensing,
compliance, growing requirements related to ESG criteria and security
(including cybersecurity to protect transactions from increasingly
sophisticated threats). Banks must also comply with complex
regulations, including those related to corporate governance.

There is uncertainty associated with a rapidly changing regulatory
framework and a lack of sector-specific guidelines.

Also, the provision of investment services under MiFID/MiFIR seems
to become even more complicated and cumbersome for investment
firms after the implementation of the Retail Investment Strategy
(“RIS"). The foregoing does not serve the main purpose of RIS,

which should be an enhancement of the safety and accessibility

of financial instruments and services to customers, in order to make
their activity on the European capital market thrive.

Impact:

e Decline in economic activity (including lending stock drop)

e Pressure on profits and costs: banks face pressure to reduce costs,
which is related to low interest rates, but at the same time to rising
capital and operating costs, including payroll costs and significant
investment/banking costs in compliance

e Asignificant barrier to entry for new entrants

e |n some sectors, such as defence, ESG restrictions may hinder
access to financing

¢ |ncreased control of capital flows and, consequently, impact
on operations and increased costs

¢ Difficulty in the application of the existing regulations to the
specific characteristics of the financial sector
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MOST PRESSING CHALLENGES THIS SECTOR FACES
UNDER CURRENT EU LAW
(continued)

Lack of harmonisation and inconsistency across

OZ . EU Member States

Inconsistent rules across EU Member States, lack of full harmonisation
of financial services and the maintenance of national regulations by
countries, such as those regarding licensing or the absence of a
harmonised deposit insurance system, resulting from differences in
national law, e.g. in the scope of bankruptcy or security. Lack of
harmonised taxation rules for financial institutions within the EU,
including differences in the structure of bank levies across Member
States.

Impact:

e Barrier to the full integration of financial markets

e Lack of increased access to financing that supports the
development of small and medium-sized enterprises

e Lack of rapid implementation of innovations and effective
competition in the global financial services market

¢ Increased regulatory risk, reduced investment, hindered
development of credit activity and lower competitiveness in the EU
internal market
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MOST PRESSING CHALLENGES THIS SECTOR FACES
UNDER CURRENT EU LAW
(continued)

Consumer regulations
O ) . A significant challenge is the imposition of sanctions that are

disproportionate to the degree of violation. Polish sanctions are
among the most severe in the EU. Regulations tend to overprotect
consumers. Consumer protection should be tailored to the average,
yet prudent, consumer. However, provisions regarding bank liability,
for example for unauthorised payment transactions and breaches
of disclosure obligations, are among the strictest.

These provisions are often implemented and interpreted in such a way
that, in practice, banks are unable to defend themselves against
customer claims. Sanctions should be dissuasive but proportionate.
Regulations should not aim to impose absolute liability on banks or
exempt customers from reasonable behaviour and the obligation to
read the contract. Consumer protection is also abused by institutions
that collect claims from consumers. Consumers often do not receive
fair compensation from the trader purchasing the claim.

Also, excessive information obligations towards consumers cause
information overload. It is often unclear how detailed the information
specified in the laws should be provided. Even the smallest violations
are used to pursue claims by consumers or companies allegedly
acting in the interests of consumers.

Impact:

e Deterioration of the competitiveness of Polish banks in relation to
European ones, promoting reckless consumer behaviour and
limiting innovation

¢ The consumer does not know which information is actually
important; abuse of consumer protection
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED

Identified Issue
or Barrier

Proposed Change
or Simplification

Expected Impact

on Business and
Competitiveness

Payment Services Directive, Proposal for Payment Services Regulation

Excessive liability of Polish
banks as payment service
providers for payment
transactions reported by
customers

Obligation to refund
customers for transactions
they consented to
(regardless of the reason)
Obligation to refund
customers for transactions
resulting from customers’
gross negligence
Improper implementation
of PSD2 provisions
Incorrect and overly strict
interpretation of the Act
by supervisory authorities
(e.g. Office of Competition
and Consumer Protection)
De facto imposition of
absolute liability on banks
and obligation to refund in
almost every case
Competitive disadvantage
of Polish payment service
providers, especially banks
Excessive requirements
imposed on payment
service providers in
comparison with PSD2
Unjustified increase in
banks’ obligations and
liabilities, inconsistent
with the principle of full
harmonisation

Uniform regulation of
payment service providers
liability, including banks,
under the proposed EU
Payment Services
Regulation (PSR), with the
same liability principles
applying across the EU

No obligation for payment
service providers to refund
consumers for
unauthorised transactions
made intentionally or
through the consumer’s
gross negligence
Exclusion of banks' liability
in the PSR for transactions
authorised by
impersonation of another
person in the broad sense
proposed by the European
Parliament

1

Positive impact on the
single banking market
Ensuring uniform
competition rules across
the EU

Guaranteeing an
appropriate and balanced
level of consumer
protection

Table 5: Proposals for Better Regulation — Finance sector
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED

(continued)

Identified Issue

or Barrier

e Maintaining in Article

10(4b) of the European
Commission’s proposal for
Payment Services
Directive 3 (PSD3) the
existing requirement that
credit granted by
payment service providers
must be repaid within a
short period, which shall in
no case exceed 12 months
Creating an artificial
distinction between banks
and payment service
providers (PSPs) as a result
of the 12-month
restriction, thereby
distorting the single
market

Forcing PSPs that wish to
offer credit products with
repayment periods longer
than 12 months - essential
for many competitive
credit card offerings — to
obtain a banking licence,
since this restriction
applies only to PSPs and
not to banks

Proposed Change

or Simplification

Amending Article 10(4b) of
PSD3, as proposed by the
European Parliament, by
specifying that the current
12-month limitation
should be replaced with a
“reasonably short period”
Extending the permitted
repayment period for
credit granted by
payment service providers
to 24 months

Expected Impact
on Business and
Competitiveness

Enhancing market
competition across the
single market
Supporting the
development of the
financial market
Improving consumer
choice across the EU

Table 5: Proposals for Better Regulation — Finance sector (continued)

SIMPLIFYING EU RULES | RECOMMENDATIONS BY POLISH CONFEDERATION LEWIATAN




EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED

(continued)

Identified Issue Proposed Change

or Barrier or Simplification

MIFID Il Directive 2014/65

e Practical ban on offering
instruments that do not
meet the condition of
appropriateness when
providing services other
than investment advice
and portfolio
management

e Obligation under Article
24(3) MIFID Il for
investment firms to warn
the client, even though
the warning may be
provided in a standardised
format

e Combined reading of
Article 24(3) with
Delegated Regulation and
ESMA Guidelines resulting
in a de facto prohibition
on offering “risky”
instruments without
investment advice or
portfolio management

e The client, when not using
investment advice or
portfolio management
services, being prevented
in practice from
purchasing a financial
instrument because of
extensive legal conditions,
warnings and disclaimers
applicable to other
investment services

e Enabling investment firms
to present to clients a full
offer of financial
instruments, irrespective
of whether the client uses
investment advice or
portfolio management

e Allowing the assessment
of appropriateness on a
portfolio basis, combined
with economic safety
mechanisms (e.g. prompt
instrument/portfolio loss
alerts), similar to portfolio-
based suitability
assessment

e Introducing a portfolio
approach enabling clients
to assess the risk of an
instrument in the context
of the entire portfolio
structure, rather than
avoiding instruments
classified as “risky”

Table 5: Proposals for Better Regulation — Finance sector (continued)

Expected Impact

on Business and
Competitiveness

e Improving the

competitiveness of the
European financial
markets by increasing
retail clients’ access to
capital markets
Supporting the policy
objective identified in the
Retail Investment Strategy
and the Mario Draghi
report regarding low retail
participation in the EU
compared with the United
States

Enabling retail clients to
become exposed to risks
associated with capital
markets in a controlled
and safe manner
Protecting clients through
economic mechanisms
(e.g. prompt portfolio loss
reporting) instead of legal
warnings and disclaimers
that discourage
investment and limit
clients’ ability to exercise
their own risk
Mmanagement
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED

(continued)

Identified Issue

or Barrier

Delegated Regulation (EU) 2017/565

e Requirement under

Recitals 85-88 and Articles
54-58 for investment firms
to implement adequate
policies and procedures to
understand the nature,
features, costs and risks of
investment services and
instruments

Obligation under Article
54(9) to assess whether
equivalent investment
services or financial
instruments could meet
the client’s profile, taking
into account cost and
complexity

Regulatory expectation
that firms conduct
detailed analysis of
product behaviour under
different circumstances
(e.g. convertible bonds,
debt instruments subject
to the Bank Recovery and
Resolution Directive)

The combined regulatory
interpretation resulting in
an excessively restrictive
approach to
appropriateness for
services other than
investment advice and
portfolio management

Proposed Change

or Simplification

Allowing the portfolio-
based assessment of
appropriateness for
investment services other
than investment advice
and portfolio
management
Maintaining robust
product governance and
product analysis
obligations while enabling
clients to evaluate
complex products in the
context of their overall
portfolio

Introducing economic
safety mechanisms

(e.g. prompt instrument /
portfolio loss alerts) rather
than purely formalistic
legal warnings

Expected Impact
on Business and
Competitiveness

Facilitating controlled
client exposure to capital
market risks with
mechanisms designed to
support client learning
and risk management
Increasing the
effectiveness of product
governance by aligning
regulatory objectives with
client behaviour and
real-world portfolio
construction

Reducing over-reliance on
legal disclaimers that
currently deter clients
from participating in
capital markets

Table 5: Proposals for Better Regulation — Finance sector (continued)
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED

(continued)

Identified Issue

or Barrier

Proposed Change

or Simplification

Expected Impact
on Business and
Competitiveness

ESMA Guidelines ESMA35-43-3172 as of 03/04/2023

e Requirement for firms to

adopt robust and
objective procedures,
methodologies and tools
to consider product
characteristics,
sustainability factors and
relevant risk factors (credit
risk, market risk, liquidity
risk)

Expectation that firms
assess product behaviour
under different
circumstances, including
instruments that may
change their nature (e.g.
under BRRD)
Requirement to match
product “complexity” with
the client’'s knowledge
and experience, even
though complexity is a
relative and multi-factor
concept

Guidelines resulting in an
interpreted obligation that
effectively prevents
offering certain complex

products in execution-only

services, despite the
possibility of standardised
warnings under MiFID Il

e Allowing appropriateness

assessment to be
performed on a portfolio
basis, consistent with
ESMA expectations on risk
analysis and product
governance

Embedding economic
protection measures to
mitigate risk exposure
while enabling access to a
broader spectrum of
financial instruments
Ensuring that complexity
analysis is used to inform
portfolio risk assessment
rather than to impose a
practical ban on
instruments

Increase in retail
participation in capital
markets through
controlled exposure to
complex instruments
within a diversified
portfolio

Support for client
education and risk
awareness through real-
time economic tools (e.g.
portfolio loss alerts)
Reduction of the deterrent
effect of rigid legal
warnings and formal
disclaimers, resulting in
greater long-term client
engagement with capital
markets

Table 5: Proposals for Better Regulation — Finance sector (continued)
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED

(continued)

Identified Issue

or Barrier

Lack of harmonised
taxation rules for financial
institutions within the EU

Significant administrative
burden for VAT groups in
the banking sector
Limited deduction
possibilities

Restrictive ownership
conditions

Low adoption of VAT
groups in the banking
sector

Limited tax benefits for

Proposed Change

or Simplification

Bank Levy Regulations

e Exploring the possibility of

introducing maximum
bank tax rate limits across
the EU

VAT Directive (VAT Groups)

e Simplifying VAT group

rules (e.g. allowing indirect
ownership)

Reducing reporting
obligations for VAT groups
Introducing a common
sales ratio for VAT groups

Expected Impact

on Business and
Competitiveness

e |ncrease in investment in

the banking sector
Improvement in access to
credit

Increased use of VAT
groups in the banking
sector

Improved tax efficiency
Reduced compliance
costs

banking groups

e High compliance costs

e |ncreased tax risk for the
group representative

Corporate Sustainability Reporting Directive

e Administrative burden e Reduction of data points
resulting from quantity of e Simplification of ESRS
data points and disclosures for financial

complexity of disclosures sector

e Reduction of
administrative burden
and costs

Table 5: Proposals for Better Regulation — Finance sector (continued)
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED

(continued)

Identified Issue

or Barrier

Low practical usability due
to unclear rules, high
compliance costs and lack
of flexibility

Limited ability to recover
VAT

Higher administrative
costs

Lack of incentive to use
available tax mechanisms

Proposed Change

or Simplification

VAT Directive (Option to Tax)

Introducing a harmonised,
transaction-level option to
tax across Member States
Establishing clear rules for
the option to tax

Ensuring the option to tax
is of optional application
for taxable persons

Expected Impact

on Business and
Competitiveness

e |ncreased flexibility for
financial institutions

e |mproved VAT recovery

e Reduced administrative
burden

Corporate Sustainability Due Diligence Directive

Complexity of due
diligence processes across
the supply chain

Administrative burden
resulting from quantity of
data points and
complexity of disclosures

Simplification of
disclosures

Due diligence reduction
only for direct suppliers in
the supply chain

Taxonomy

Simplification of
disclosures

e Due diligence reduction

only for direct suppliers in
the supply chain

e Reduction of

administrative burden and

costs

e Reduction of
administrative burden
and costs

Table 5: Proposals for Better Regulation — Finance sector (continued)
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED
(continued)

Expected Impact
on Business and
Competitiveness

Identified Issue Proposed Change

or Barrier or Simplification

Sustainable Finance Disclosure Regulation

e Reduction of

e Lack of consistency with e Harmonisation with CSRD e .
administrative burden
other legal acts and other legal acts
and costs
REACH Regulation
. . implificati f .
e Complex registration * 3;Tapslulgf:i§snioon for e Easier market access
procedures for SMEs for SMEs

low-volume substances

Basel |ll standards

. . e Simplification of .
e Capital requirements p . e |ncrease of lending
restrictions

Cybercrime

¢ Enforcement of the data

e Need for more support in sharing with banks and
detecting criminals courts on cybercriminals
responsible for (incl. entities and persons
cybercrimes involving the connected with them .. .
, . . e Reduction in cybercrime-
theft of bank customers financially, personally or
. related theft
funds organisationally) . .
. . . . . e |ncrease in trust in banks,
e |nsufficient redirection of e |nclusion of detailed L
. . courts and EU institutions
EU funds and policy technical data, such as
attention to financial theft MAC addresses of network
in the context of cards, in the information
cybercrime shared with banks and
courts

Table 5: Proposals for Better Regulation — Finance sector (continued)
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EU LAWS, REGULATIONS, OR POLICY FRAMEWORKS THAT
SHOULD BE REVIEWED, SIMPLIFIED, OR AMENDED

(continued)

Identified Issue

or Barrier

Proposed Change

or Simplification

Expected Impact
on Business and
Competitiveness

EU grants - verification of payment chains

e Widespread bankruptcy of
subcontractors due to
non-payment by project-
supervising corporations

e Costly and time-
consuming legal
proceedings to recover
claims

Verifying beneficiaries,
before paying out EU
subsidies/grants, in terms
of settling their debts with
the entire chain of
subcontractors

Using new types of escrow
accounts in banks to
secure payments along
the subcontractor chain

Table 5: Proposals for Better Regulation — Finance sector (continued)

Protection of fair
competition

Increased trust in the EU
Potential for new banking
products
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WHAT CHANGES IN EU LAW COULD BEST SUPPORT THIS
INDUSTRY'S DEVELOPMENT OVER THE NEXT 5-10 YEARS

O‘I Reduce regulatory burdens and bureaucracy

to enable banks to focus on innovation and customers.

O 2 Enhance the stability and clarity of the regulatory
. framework for the financial sector

Legislation should provide a consistent environment that enables
long-term planning, while remaining flexible enough to address
emerging changes, technological innovations and sustainability goals.

OB Conduct a review of general reporting and
. compliance obligations

applicable to the banking sector and reduce reporting obligations for
financial institutions.

O 4 Ensure consistency in bank reporting and
* auditing standards

thereby increasing financial stability and confidence in the sector.

O 5 Seek balance between appropriate and effective
. consumer protection and excessive liability of
financial institutions

It is important to ensure both protection for average and reasonable
consumers and conditions for the development and competitiveness
of financial institutions at an equal level across the EU.
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WHAT CHANGES IN EU LAW COULD BEST SUPPORT THIS
INDUSTRY'S DEVELOPMENT OVER THE NEXT 5-10 YEARS
(CONTINUED)

Q0.

O7/.

O8.

09.

10.

Make the investment process easier for clients
and educate them

that investment profit is linked to the risk associated with particular
classes of instruments. A client using the “execution-only” method to
purchase an instrument should be granted full access to the
investment firm's offer in order to try, take risk and learn. The role of
the investment firm should be to offer, inform and educate. Less
formalised forms of investment advice services should also be
considered.

Support the harmonisation of EU law

to bridge the gap between national markets, facilitating cross-border
operations and the scaling of services.

Create a flexible legal framework for new
technologies while maintaining security

for technologies such as artificial intelligence and blockchain.

Provide support for banks in implementing
new technologies

that streamline processes and improve customer service.

Support investments in digitalisation

to increase the efficiency and accessibility of banking services.
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O7.

Lewlatan
I N
Brussels



THE LEWIATAN
REPRESENTATION IN BRUSSELS

CONNECTING POLISH BUSINESS
WITH EU INSTITUTIONS

For over 20 years, the Lewiatan Confederation has maintained a permanent

and active presence in Brussels, linking Polish business with the European Union's
institutions. This long-standing engagement allows Lewiatan to participate directly
in the EU legislative process, closely monitor ongoing developments, and influence
policies that are crucial for Polish enterprises.

Lewiatan is the only Polish business organisation that is a member of BusinessEurope,
the largest federation of employers' organisations in the EU. Through active
participation in BusinessEurope's working groups, the voice of Polish entrepreneurs

is reflected in the organisation's official positions, which significantly shape

European legislation.

The Confederation is also represented in the European Economic and Social
Committee (EESC). Through its participation in the EESC, Lewiatan conveys
the views of Polish business to the European Commission, the Council,

and the European Parliament, contributing to the formal consultation process.
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