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|. Responding to this Consultation

EBA invites comments on all matters in this papad an particular on the specific questions
summarised in Section V/c.

Comments are most helpful if they:
* respond to the question stated;
» indicate the specific question to which the comnrefzttes;
e contain a clear rationale;
» provide evidence to support the views expresse¢idhale proposed; and
» describe any alternative regulatory choices EBAukhoonsider.
Please send your comments to the EBA by e-m&iR61@eba.europa.dy 26.03.2012, indicating

the reference 'EBA CP 51’ on the subject field. 8Bk note that comments submitted after the
deadline, or sent to another e-mail address wilbeoprocessed.

Publication of responses

All contributions received will be published follavg the close of the consultation, unless you retjue
otherwise. Please indicate clearly and prominantlyour submission any part you do not wish to be
publically disclosed. A standard confidentialitatetment in an e-mail message will not be treateal as
request for non-disclosure. A confidential respomsg be requested from us in accordance with the
EBA's rules on public access to documents. We namsult you if we receive such a request. Any
decision we make not to disclose the responseviswable by the EBA’s Board of Appeal and the
European Ombudsman.

Data protection

Information on data protection can be foundvatw.eba.europa.eunder the heading ‘Copyright and
Disclaimer’.



|1. Executive Summary

The CRD IV proposals(and more in particular, the so-called Capital Bemments Regulation -
henceforth ‘CRR’) set out prudential requiremetsifistitutions which are expected to be applicable
as of 1.1.2013.

The CRR contains in a number of Articles specifianaates for the EBA to develop draft
Implementing Technical Standards (henceforth ‘ITr8lated to supervisory reporting requirements.

These ITS will be part of the single rulebook erdnag regulatory harmonisation in Europe with the
particular aim of specifying uniform formats, fremncies and dates of prudential reporting as well as
IT solutions to be applied by credit institutiomglanvestment firms in Europe.

This consultation paper puts forward reporting meuents related to Article 383 of the CRR and
represents an addendum to the ITS proposal pulllishé&BA’s website on 20 December 2011.

Please note that EBA has developed this draft Bs&th on the proposed legislative texts for the CRR,
for reasons of efficiency and speediness (as exguaiurther in section Il below). To the extenatth
the text potentially changes as a result of ongaiggptiations among EU institutions, EBA will adapt
its draft ITS accordingly to reflect any developrigen

Main features of thisITS
The scope and level of application of this ITSdals the scope and level of application of the CRR.

Uniform reporting requirements are necessary taurengair conditions of competition between
comparable groups of credit institutions and investt firms and will lead to more efficiency for
institutions and more convergence of supervisoagixes.

A unique coding system regarding the identificatddthe counterparty is necessary in order to reduc
costs to institutions and to analyse exposuressaguisdictions. A solution will have to be fouimd
the medium to long-term.

The ITS has been developed on the basis of theelgugd on the implementation of the revised large
exposures regime as well as the guidelines on canmeyorting of large exposures, given that these
have been implemented already in various MembeaseStand have been proved in practice to
improve convergence in the field of supervisoryortipg.

Timing of I TS development and application date

According to the European Commission (henceforf@’yEproposals, institutions are envisaged to be
required to comply with CRR requirements as of2013. Therefore, the first regular reporting period
thereafter is expected to be Q1 2013 with the fapbrting reference date being 31.3.2013.

! Proposal for a Regulation of the European Parligraad of the Council on prudential requirementscfedit
institutions and investment firms’, published orf"2oily 2011
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In order to provide for a sufficiently long implentation period the EBA intends to finalise the traf
ITS and submit it to the Commission by 30.06.2012 months ahead of the first reporting reference
date. The proposed submission date assumes timal £RR will be available beforehand.

Institutions will have to submit a first set of datlated to the reference date of 31.3.2013 tomeilt
authorities by 13 May 2013.

It is important to keep in mind that dates of tHRRCmight change which will impact the above dates
related to the ITS timeline. In any case, EBA aiflapt its draft ITS according to the final versain
the CRR text before submitting it to the EC for jiimn.



I11. Background and rationale

Draft ITS on supervisory reporting and the CRR proposals

On July 28 2011, the European Commission (EC) issued itsl&tie proposals on a revision of the
CRD which seeks to apply the Basel Il frameworktie EU. These proposals have recast the
contents of the CRD into a revised CRD and a neR CRvhich are colloquially referred to as the
CRR proposals. These are currently being debatethéyEU legislators (Council and European
Parliament) in the framework of the co-decisioncedure.

In anticipation of the finalisation of the legisiat texts for the CRR, the EBA has developed tladtdr
ITS in accordance with the mandate contained irckr883 (3) of the EC’s draft CRR.

Thenatureof I TSunder EU law

These draft ITS are produced in accordance witiclaril5 of EBA regulatioh According to Article
15(4) of EBA regulation, they shall be adopted ®ams of regulations or decisions.

According to EU law, EU regulations are binding threir entirety and directly applicable in all
Member States. This means that, on the date aof ¢héiy into force, they become part of the nationa
law of the Member States and that their implementanto national law is not only unnecessary but
also prohibited by EU law, except in so far as thisxpressly required by them.

Shaping these rules in the form of a Regulation ld/@nsure a level-playing field by preventing
diverging national requirements and would easetbss-border provision of services since each time
an institution wishes to take up operations in heotMember State it currently has to assess a
different set of rules.

Background and regulatory approach followed in thedraft ITS

Originally there were different supervisory repogtiframeworks in the various Member States. As
this led to inefficient outcomes and increased det cross-border firms, national supervisory
authorities, in the context of their co-operatioithim CEBS, the predecessor of EBA developed
guidelines regarding the reporting of large expesur

In December 2009, the CEBS issued Guidelines omevised large exposure regime and Guidelines
on common reporting of large exposures to be ugadditutions when they periodically report their
large exposures to supervisory authorities undexdilves 2006/48/EC and 2006/49/EC.

In the context of the single European rulebook thermonisation of supervisory reporting
requirements is taking the next step and the CRé&pqwal requests EBA to develop ITS on
supervisory reporting to cover large exposuresh\iat in mind, the present ITS has been developed
on the basis of the guidelines on the implementadiothe revised large exposures regime as well as

2 Regulation (EU) No 1093/2010 of the European i@aeént and of the Council of 24 November 2010
establishing a European Supervisory Authority (Ppean Banking Authority), amending Decision No
716/2009/EC and repealing Commission Decision ZORE(C.



the guidelines on common reporting of large expesugiven that these have been implemented
already in various Members States and have beeregrio practice to improve convergence in the
field of supervisory reporting.

The above mentioned guidelines were developed thighaim to cover information requirements
needed to check institutions’ compliance with theyé exposure regime as set out in Articles 376 —
392 of CRR. The draft ITS has been developed irerotd cover not only compliance-related
information but also information needed to analgsacentration risk which competent authorities
need to analyse as defined in Article 79 of CRD.

This additional information is also useful for tBBA and the ESRB in performing its tasks related to
the assessment of trends and risk in the Eurogeancial system. During the consultation period,
EBA will analyse potential impacts on their anadgti abilities which might arise due to double
counting of exposures. Double counting might ocetnen a client belongs to several groups of
connected clients financed by the reporting ingtitu



V. Draft Implementing Technical Standards on Supervisory
reporting requirementsfor large exposures

In between the text of the draft ITS that followsrther explanations on specific aspects of |the
proposed text are occasionally provided, whicheeitffer examples or provide the rationale behind a
provision, and/or set out specific questions far tonsultation process. Where this is the casg, thi

explanatory text appears in a framed text box.

Structure of the draft ITS
CHAPTER 5 Format and frequency of reporting ondaggposures

Annex VIII templates for reporting large exposures
Annex IX instructions for reporting large exposures

Dr aft

Commission mplementing Regulation (EU) No XX/2012
of XX Month 2012

laying down implementing technical standardswith regard to supervisory reporting of
institutions accor ding to the (proposal for a) European Parliament and Council
Regulation (EU) No [xx] of [date] on prudential requirementsfor credit institutionsand
investment firms

Explanatory text for consultation purposes

All ITS related to reporting requirements (Articl@s, 96 and 383 of CRR) are intended to| be
put forward as one integrated ITS. The below Chéapie an addendum to the ITS on reportjng
and needs to be read in conjunction with the ITSeaporting published on EBA’s website fpr
consultation on 20 December 2011.

CHAPTERS

Format and frequency of reporting on lar ge exposures

Article 11
1. Reporting of large exposures shall be done witbaterly frequency according to Annex
VIIl and Annex IX.
2. Exposures to be reported are the following:



a) Every large exposure defined in Article 381 of CRRg¢luding large exposures
exempted from the application of Article 384 (1)@RR and

b)  Every exposure not considered large exposure aocpio Article 381 CRR with
an original exposure value larger than or equab® million EUR.

Explanatory text for consultation purposes

The reporting reference dates and remittance datsst out in Chapter 2 apply.

Where an institution uses the IRB Approach accgdmPart Three, Title Il, Chapter 3
CRR at least its 20 largest exposures to clientggroups of connected clients on a
consolidated basis, excluding those exempted ftmmapplication of Article 384 (1) CRR
shall be reported.

Subject to prior decision by the competent autiiptite absolute amount of Paragraph 2
b) can be lowered. As regards the decision, thepetent authority shall take into account
the criteria set out in Article 5(3).

Explanatory text for consultation purposes

Regarding reporting on large exposures some ifistisiin Europe have already been subject to
reporting requirements based on the guidelines @annwn reporting for large exposures
developed by EBA predecessor CEBS.

1. What would be the minimum implementation periocadjust IT and reporting systems |to
meet the new ITS reporting requirements? Pleas®ilte on the challenges which could arise.

2. What would be the minimum implementation peniequired for institutions NOT subject {o
large exposures guidelines reporting at the moreithplement the large exposures reporting
described in this consultation paper?

3. Would the required implementation period be $hene for reporting requirements on |an
individual basis and on a consolidated basis?




For Annexes of the draft ITS see the following,aepe documentation:

Annex VIII templates for reporting large exposuf€®51 I TS on reporting Annex VIII)
Annex IX instructions for reporting large exposuf€®51 I TS on reporting Annex 1X)
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V. Accompanying documents

a. Validation rules

1.

To facilitate uniform implementation and avoid impientation problems, the ITS will include
detailed implementation instructions, in particular

a.legal references as included in the templates ofeXn/IIl;
b.additional data definitions as included in thernmstions set out in Annex IX;

c.validation rules (quantitative relations betweewsacand columns of each template, and
among templates);

d.data point model containing all the relevant techhispecifications necessary for
developing an IT reporting format; and

e.XBRL taxonomies to ensure unambiguous IT interpi@teof the data included in the ITS.

Validation rules will ultimately be included in thdata point model and the XBRL taxonomies
which will be put forward for public consultation ihe second quarter of 2012. However, in order
to get feedback on technical details, a first $@tidation rules is put forward as an addendum to
Annex VIII of the ITS for consultation purposes.

b. Draft Impact Assessment

Introduction

The CRD requires the EBA to develop draft ImplermeniTechnical Standards (ITS) related to
prudential reporting requirements on large expasure

As per Article 15 (1) second subparagraph of thé\ E€gulation, any draft technical standards
developed by the EBA — when submitted to the EU @@sion for adoption - will have to be
accompanied by a separate note on Impact AssesglAgnthich analyses ‘the potential related
costs and benefits’ (unless such analyses areogisgionate in relation to the scope and impact
of the draft ITS concerned or in relation to thetigalar urgency of the matter). The IA note aims
to provide the reader with an overview of findings regards the problem identification, the
options identified to remove the problem and tpeiential impacts.

The present note deals with cost-benefit analyst immpact assessment regarding the ITS on
reporting of requirements as mentioned in ArticB3 ®f the proposed Regulation on prudential
requirements for credit institutions and investmimis as published by the EU Commission on

20 July 2011. For these purposes, the baselinesods the situation described in Article 383 of

the Regulation, hence a situation where unifornortapg standards are in place.

Procedural issues and stakeholder consultation

4.

During 2009 CEBS — EBA's predecessor - carried quiblic consultations regarding
implementation guidelines on the revised large empes regime including guidelines on the
reporting of large exposures. CEBS also held mgetiwith experts aimed at improving the
reporting of large exposures.

Further, EBA has closely worked with the Europegsat&nic Risk Board (ESRB) in developing
a set of risk indicators and in identifying dataede with the aim of amending reporting
requirements and thereby enhancing availability@rdparability of supervisory data.
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Problem definition

Extent of infor mation

6.

The regulatory aim of collecting data for large esyres is to monitor the institutions’

compliance with large exposure limits specifiedttie CRR and to monitor concentration and
contagion risks. In order to fulfil this requirentethe extent of information about the relevant
exposures has to fit the analytical needs whichehaot been taken into account in the
development of CEBS’ guidelines on the reportingpode exposures.

L arge exposures limit

7.

According to the CRR definition an institution’spmsure to a client or group of connected clients
shall be considered a large exposure where itevialequal to or exceeds 10 % of its eligible
capital. The above threshold is considered too highorder for competent authorities to
effectively assess and monitor concentration fiskm a macro-prudential point of view, the use
of a 10% threshold leads to problems with analysypsures across institutions and countries.

Analysis of policy options

Extent of information

8.

10.

11.

12.

Based on the template included in CEBS’ guidelimredarge exposures data gaps were identified
regarding the assessment of concentration risamicular related to the distribution of large
exposures by countries and by economical sectonsefisas relating to a breakdown of the
original exposure by type of instrument.

Regarding the distribution of large exposures bynemic sectors (NACE codes), this data gap
will be less challenging to fill as institutiondadate exposures already to economic sectors for
credit register and statistical purposes. Thiscallion by economic sectors already exists in the
draft ITS on reporting as published by EBA on 2@&&mwber 2011. Furthermore, the template 1 of
CEBS’ large exposures guidelines already includeslamn to identify credit institutions from
non-credit institutions. On the identification byumntry, the information should be readily
available in institutions’ databases. In additidthe use of existing definitions for type of
instruments/sector breakdowns should keep theteffor banks to a minimum.

Basically there are two options for competent arities to receive data in order to (i) monitor the
institutions’ compliance with large exposure limigpecified in the CRR and to (ii) monitor
concentration and contagion risks.

a. ITS to cover both (i) and (ii)
b. ITS to cover only (i) and create separate frameviorkii)

Option (a) would ensure reliable and harmonised dat the EBA and the ESRB and will
enhance the EBA’s ability to assess risks and vabikties, competent authorities’ and
supervisory colleges’ peer group analyses and 8iRE= top-down simulations. Using bilateral
interbank exposures facilitates the analysis oftagion effects within the financial system and
therefore plays an important role in any kind afwark analysis and crisis simulation exercise.

As ITS would lead to harmonised reporting requireta&ia direct application, institutions would
benefit from more cost-efficient reporting processsa particular where institutions are active in
two or more countries.

L arge exposures limit

13.

Following options were considered in addressingpifudlem of large exposure limits which are
set too high in order to use the related datariceféective assessment of concentration risk:
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14.

15.

16.

a. Lower relative threshold (e.g. 2 % of eligible ofumds)
b. Absolute limit complementing the existing 10 % #treld

From a macro-prudential point of view, the use oy aelative threshold regarding the
determination of large exposures leads to thetfetthe size of the reported risks is relative to
the level of capital and thus depends on the cdretéom of each banking system. Introducing an
absolute threshold will help to better capturertdevant counterparties in a network and facilitate
macro-prudential analysis across institutions andties.

As banking systems across Europe differ in termsizd and concentration, the possibility for
competent authorities to set a lower absolute timidscould ensure that the right level is set.

In calibrating the threshold care has been takemder (i) not to increase the reporting burden for
small institutions and to (i) ensure its approfeess for macro prudential purposes. The
threshold of EUR 150 million was found to be aahig proposal taking into account both criteria
set out above.
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O

. Overview of questions for Consultation

What would be the minimum implementation periodatust IT and reporting systems to meet
the new ITS reporting requirements? Please elaborathe challenges which could arise.

What would be the minimum implementation perioduiegg for institutions NOT subject to
large exposures reportihgt the moment to implement the large exposuresriieg described in
this consultation paper?

Would the required implementation period be the esdior reporting requirements on an
individual basis and on a consolidated basis?

Annex VIl and Annex | X

Compared to previous versions of the large expsstesplates are there additional reporting
requirements which, cause disproportionate costs?

Are the templates, related instructions and valdatules included in Annex VIII and Annex IX
sufficiently clear? Please provide concrete examplaere the implementation instructions are
not clear to you.

What are the cost implications of introducing aaown by residence of the counterparties?
What are the cost implications of introducing aaadown by sector of the counterparties?

What are the cost implications of introducing aataown by economic sector by using NACE
codes?

Would other classifications be more suitable ot effscient?

% Guidelines regarding the reporting of large expeswvere published by CEBS in December 2009
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