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~Foreword by the Chalr
Giovanni Carosio

It is with greut pleusure thut | present the
annuul report 2010 of the Committee of
Europeun Bunking Supervisors, CEBS.

This annhual report is u very speciual one, since
it is CEBS’ last annual report. As of T Juhuary
2011, ull tasks and activities of CEBS huve been
taken over by the new Europeun Banking
Authority (EBA).

With the estublishment of the EBA, the rather
short life of CEBS has come to uh end. CEBS
activities started following u Europeun
Commission Decision of 5 November 2003,
us purt of whaut was known us the Lamfalussy
process. On 1 Junuury 2004, the Committee
of Europeun Banking Supervisors took up its
duties, serving us ‘un independent body for
reflection, debute and advice in the field of
bunking reyulution und supervision’,

Since then, CEBS hus produced

numerous Guidelines, Advices to the
Europeun Commission, Position Papers,
Recommendutions und Studies, ull aimed
at promoting supervisory convergence und
cooperution in Europe. The implementation
in the hutionul environments of these
products wus bused on u ‘comply or
explain” mechanism, which proved
vauluuble, especidlly in the first years of
CEBS’ operutions. Under the influence of

the evolviny finunciul crisis und the lessons ¢'
leurned ubout supervisory cooperution
in these chullenying conditions, g more
stringent und less voluntury mechunism of
convergence wus sought, which eventually
led to the estublishment of the Europeun
System of Financial Supervision and the EBA
as purt of it, with its enhanced powers,
responsibilities, tfasks und tools.

CEBS hus done u lot of preparatory
activities for the hew orgunisation which
huad to be combined with work on

regulutory repuir und on ussessment of the
EU finunciul sector in the frugile finunciul
environment. Speciul focus in 2010 wus of
course on the EU-wide stress testiny exercise,
culminuted in the publicution of the stress test
results for the mujor EU bunking groups in
mid 2010.

There wus ulso speciul emphusis on work
done on the estublishment of supervisory
colleges und their functioning, which

is u cornerstone of the new institutional
framework. In particulur, CEBS hus issued
Guidelines, uimed ut strengthening
cooperation umony competent authorities for
the supervision of cross-border groups in the
process leudiny to u joint ussessment und joint
decision on the risk-bused cupitul udeqyuucy
of the groups. This work represents un
importunt step towards greuter convergence
of practices in the field of supervision of cross-
border bunking groups. As regurds regulutory
developments globully, a mujor uchievement
wus the uyreement on Busel llIl. CEBS’ muin
contribution in this process wus the impuct
assessment it undertook for EU bunks aund
investment firms.

Looking buck, CEBS hus contributed greutly in
its seven yeurs of operution to building u more
conhverged bunking supervisory environment
in Europe. Its work hus luid the foundutions for
the Europeun Banking Authority.

| would like o thank everyone who hus helped
in building this foundation.
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2

Overview of the work
undertaken in 2010 and
orogress made

2.1

Progress in the institutional setting of
supervision in Europe

On 24 November 2010 the decision wus
taken to estublish the new Europeun Banking

Authority, us legul successor fo the Committee

of Europeun Bunkiny Supervisors (CEBS). After
having beinyg in operations for seven yeuars,
CEBS ceused to exist at the end of 2010. The
hew Europeun Bunkinyg Authority (EBA) wus
established us u Europeun Union (EU) body
with legyul personulity und udministrative und
finunciul uutonomy und its own tusks und
responsibilities. Its objective is to strengthen
the supervision of cross-border bunks
operuting in Europe und to promote u sinyle
EU rule book for supervised entities, thereby
moviny towurds more inteyruted Europeun
supervision und u level pluying field for ull
actors. In addition, the EBA wus given hew
tasks relating to consumer protection und
finunciul innovution, tuking u leuding role

in promoting transparency, simplicity and
fuirness in the market for consumer finunciul
products or services in Europe. It ulso took
over ull the existing tusks und responsibilities
of CEBS.

This decision wus the end of u process

that started in 2008, when the Commission
munduted u High Level Group chuired

by Jucyues de Lurosiere to muke
recommendutions on how to strenythen

EU supervisory urrungements. In its report
presented in Februury 2009, the group
recommended reforms to the structure of
supervision of the finunciul sector in the EU;
these formed the busis for the Europeun
Commissions’ proposals for u leygislative and
institutionul chunye in Europe.

More concretely, it was proposed thut three
hew Europeun supervisory authorities (ESAS)
be estublished: the EBA for banking, the
Europeun Insurance and Occuputionul
Pensions Authority (EIOPA) for insurance

und pehnsion supervision und the Europeun
Securities und Markets Authority (ESMA) for
the supervision of the securities markets. These
new Authorities would have their own tusks
und responsibilities that would build upon the
outcomes of the duy-to-duy supervision by
nutionul authorities of individudl institutions
und markets. A Joint Committee wus ulso to
be estublished to undertake uctivities of u
cross-sector nature und promote effective
coordinution between the hewly estublished
authorities. In addition, g Europeun Systemic
Risk Bourd (ESRB) would be set up to identify
und unulyse evolvinyg systemic risks und
provide recommendutions on medusures to be
tuken to mitigate these risks. The ESRB would
comprise senior representutives of the cenftral
banks und would be closely linked to the
Europeun Central Bunk (ECB); the lutter wus to
provide udministrative und technicul support
to this hew Board.

In June 2010 the Europeun Council confirmed
the estublishment of the hew ESAs, und in
the second hualf of 2010 the hew reguldtions
were ugreed uponh between the Europeun
Commission, the Europeun Council and the
Europeun Purliament, Diagram 2.1.a provides
an overview of the new institutional structure.,

Given these developments, CEBS stuff,
together with colleagues from the Committee
of Europeun Ihsuranhce und Occuputionul
Pensions Supervisors (CEIOPS), the Committee
of Europeun Securities Reyulators (CESR) und
the Europeun Commission, uhdertook further
and more intense prepuratory work so us to
have the ESAs up and running us of 1 Juhuary
2011. A migration plan wus sef-up and fusks
and people were ussighed. In a very short
period of time the necessury uctions were
undertuken. On 1 Junhuury 2011, the EBA
started its operations.



Diagram 2.1.a New Institutional Arrangements bunks were mude public on un uygyreyute ¢'¢
und bunk-by-bunk busis. The results were
published ut the end of June 2010.

EU Central banks EU Supervisors

2.2.2

Regulatory repair

Joint Committee In 2010, CEBS published u humber of
guidelines to deul with shortfdlls in the
regulutory frumework identified in 2008 and
2009 us a result of the financial crisis.

ESRB | S 4

EIOPA ESMA
AMmonyst the different guidelines that were

published by CEBS, a key deliveruble that
received u |ot of public uttention wus its
Macro Micro Guideline onh remuneration policies und
practices that wus published in December
2010 und becume effective us of 1 Juhuary
2011. This guideline waus auimed at alighing the
2.2 incentives for remunerution for individuals
within g bunk with those of promotiny
appropriate risk behaviour on the part of
these bank employees. Anhother important
deliverable wus the Internul Governunce
Guidebook, which is infended to strengthen
banks’ risk munagement practices.

prudential prudential

CEBS’ response to the crisis in the financial
sector

2.2.1
Assessment of risks and vulnerabilities and

EU-wide stress test
CEBS wus ulso involved in the transformution

of the Busel Il frumework into the EU leyislutive
framework of the Capitul Requirements
Directive (CRD) und udvised the Europeun
Commission in this regyurd. Speciul uttention
here wus devoted to the mundates in the

EU leyislation for the future EBA to develop
further technicul staundards aund to other,
mostly regular, tasks for the EBA in the context
of the implementution und upplicution of
Basel Il in particular in Europe viu the CRD.

CEBS continued in 2010 o build up its micro-
prudential oversight role, by conducting
semi-unnudul bofttom-up ussessments of risks
and vulnerubilities of the EU bunking sector.
In compuarison with the 2009 unulyses, more
EU bunks were involved and CEBS ulso
stepped up the coordinution of these
anulyses with those for the insurance und
securities murkets us undertuken by CEIOPS
aund CESR respectively. These unadlyses
provided d vuluuble input to the policy

debute in the EU on meusures to be tuken Lust but hot leust, CEBS actively contributed to
by supervisors und hutionul authorities the discussion on the revised globul regulatory
respectively, fo cope with the consequences frumework thut wus ugreed upon by the
of the stressed financiul markets. Busel Committee of Bunking Supervision

(BCBS) ut the end of 2010. In this context, CEBS
performed the yuantitative impuct study to
estublish the effect of the Busel Ill proposuls
onh EU bunks, unulysing the differential impacts
of ulternutive rules and providing u busis for
the overull culibration of the new frumework

Another key exercise CEBS undertook in

this respect wus the EU-wide stress testiny
exercise. This exercise wus done ut the reyuest
of the Economic und Finunciul Council
(ECOFIN). It wus the first time in Europe that
the outcomes for such u large group of EU
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und for the transitional arrangements to be
developed.

2.2.3
Input on enhancing crisis prevention and
crisis management in Europe

On 12 July 2010, the Europeun Commission
Mmude J leyislutive proposul for u revision
of the Directive on Deposit Guurauntee
Schemes. It muinly concerhed harmonisation
und simplificution of protected deposits, u
fuster payout, und un improved finunciny
of schemes. Under this leyislative proposdal,
the EBA wus to be tusked with developiny
stunduards for the methods to be used by u
deposit guuruntee scheme for culculating
risk-bused contributions. The EBA wus ulso
to have the tusk of regulurly testing the
operutionul cupubilities of the scheme, in
order to ussess whether they complied with
the ugreed operutionul requirements.

With respect to enhunciny crisis prevention
und crisis munugement in Europe, in October
2009 the Europeun Commission launched u
public consultation on its Communication
entitled ‘An EU Framework for Cross-Border
Crisis Munuygement in the Bunkinyg Sector’.
CEBS responded fo this consultation in
Junuury 2010. Consideriny the results of

this public consultution, CEBS subsequently
took the initiative to provide the Europeun
Commission in mMid 2010 with further udvice
oh specific issues relating to cross-border crisis
Mmunugement. This concenfrated on u humber
of yenerdl principles that would apply to

a Minimum common EU toolbox for crisis
prevention und resolution, followed by more
detdiled comments on the proposed tools
that should be purt of the mMinimum common
toolbox, including the conditions for the use of
these tools. It ulso eluboruted on the issue of
finunciny the implementution of the tools und
dedlt with Recovery and Resolution Plans,

2.3

The convergence of supervisory practices

Since its start, CEBS hus worked on promoting
cohvergence of bunkiny supervisory practices
und supervisory co-operution in Europe. The
following dreus in particular received specidl
emphusis in 2010.

2.3.1

Colleges of supervisors

CEBS strengthened the co-operation
between home und host supervisory
authorities in o number of key areus. It
increused the number of colleyes it
monitored und enhunced the role of colleyes
in coordinuting supervisory uctivities and
reuchiny common decisions. To uccomplish
this, it implemented un uction plun 2010 for
supervisory colleyes, whereby CEBS stuff were
more involved than in previous years in the
individuul collegye meetinys. To fucilitute the
set-up, operutions und proper functioninyg of
these colleyges, guidelines were developed
oh the operationul functioniny of colleyes
and on the joint ussessment of und joint
decision on the cupitul udeyuucy within u
college of u cross-border bunk. CEBS ulso
performed u peer review on colleges,
leudiny to U peer review report published in
October 2010.

2.3.2

Supervisory reporting

As regurds supervisory reporting, CEBS’
objective is fo uchieve u high level of
harmonisution und strony convergence viu
its guidelines for harmonised risk reporting
(COREP) und finunciul reporting (FINREP).

In 2010, further steps were undertaken to
streamline the risk reporting in COREP and to
uddress chunhges stemming from Internutional
Accounting Stundards/International Finuncial
Reporting Stundaurds (IAS/IFRS) us endorsed
by the EU. CEBS ulso continued its efforts to
provide the reluted XBRL (eXtensible Business



Reporting Languuge) taxonomies for COREP
and FINREP, to be used on d voluntary busis
by its members in the implementution of these
reporting frameworks.

2.3.3

Training and staff exchanges

CEBS implemented un extensive fraining
programme 2010, uimed at providing
supervisory uuthorities with un effective
platform for the exchunye of views ubout
their supervisory pructices und ut promoting
common supervisory pructices umonyst
members.

In totul over 31 fraining events were orgunised
umony CEBS members und 14 were orguhised
for members, together with the other two of
the three Level 3 (3L3) Committees CEIOPS
and CESR.

2.3.4

Supervisory disclosure

Since 2007, CEBS hus hud u common
supervisory disclosure fraumework, which

is uccessible via the CEBS website und
which provides un overview of nhationul
implementation of Community legislation.

In 2010, some umendments fo this tool were
agreed upon; they becume effective in the
course of the yeur.

2.4

Cooperation with third countries

In addition to interacting with other
Committees und Europeun institutions, CEBS
uctively followed the work of ylobul stundurd-
setters und co-operutive orgunisutions such
us the BCBS, the Finunciul Stubility Bourd
(FSB). the Internationul Accounting Standards
Bourd (IASB) und the Joint Forum. CEBS is

an observer at the BCBS und attends its
meetings und some of its subyroups. Both

oh uccouhting und auditing topics, CEBS
provided comment letters to the |IASB und

the International Auditing und Assurance
Standards Bourd (IAASB) on d regulur busis.

The intensity of contucts und exchunyes

of informution with supervisors from yuite u
number of third-country jurisdictions such

das the US und with orgunisations such ds

the Internutionul Monetury Fund und the
Europeun Bunk for Reconstruction und
Development dramatically incredused in 2010,
especidlly in the context of the EU-wide stress
testing exercise thut CEBS undertook.

3.
CEBS’s achievements in 2010

3.1

Functioning of Supervisory colleges

Co-operution between home und host
supervisory uuthorities remuined u high
priority on the CEBS ugendu in 2010. Duriny
2010, CEBS increused the number of colleyes it
monitored und worked to enhunce the role of
colleges in coordinating supervisory activities
and decisions und in exchaunhyginyg information
between relevant authorities. CEBS dlso
stepped up its uttendunce ut colleye
Mmeetings us un observer.

3.1.1
Action Plan 2010 for Supervisory Colleges

CEBS luunched u two-fold Action Plan for
Colleges in 2010. First of ull, this plan set targets
for a humber of hew colleyes to be estublished
during 2010. It ulso set further targets for

the functioning of the colleges that were
estublished during 2009.

For the estublishment of new colleyes, the
targets were the sume us those in 2009 aund
were directed ut the 12 next lurgest EU cross-
border bunks in Europe. Accordiny to the
plan, the supervisors of those bunking groups
were expected to estublish a supervisory
college und sign u written co-operution und
coordinution ugreement by the end of 2010,



in so far us hone was dlreudy in pluce. At the
end of 2010, ull furgeted 12 supervisory colleyes
had been established, of which 11 hud sighed
u written ugreement or were in the final phuse
of the signuture process. The CEBS Templute

for Written Co-operation und Coordination
Agreements! was used us the busis for these
colleyes.

For the colleges estublished in 2009, the taryets
for 2010 involved producing u coordinuted
plun of colleye uctivities und, where
applicuble, producing u group risk ussessment
report?. All of these 31 collegyes submitted u
coordinuted plun of colleye uctivities. Most
met the requirement to undertake u group risk
ussessment, in line with their submitted activity
plans for 2010. The various group risk ussessment
reports were mostly finalised early in 2011, in line
with the legul requirement in the CRD.

Table 3.1.1.a provides un overview of the
colleges under the uction pluns 2009-2010.

3.1.2

CEBS involvement in colleges

In 2010, CEBS continued to uttend colleye
meetings us un observer. It uttended ulmost
50 colleye meetinys of the bunking gyroups
which it was monitoring in 2010. While ut
college meetings, CEBS secretariat staff
presented the Committee’s expectations

of colleyges, the two sets of college-reluted
guidelines (see below) und informution
ubout the transition from CEBS to the EBA.
This approuch of uttendunce ut colleyes
provided un excellent foundution for the hew
role of the CEBS successor body.

In line with the objective of promoting und
facilituting the work of colleyes, CEBS ulso
developed u common methodoloyy? to be
used by members of the supervisory colleges
when dssessing the eyuivalence of third
counftries’ confidentidlity provisions, in the
light of the puarticipution of such counftries

in the colleyes’ uctivities. This methodoloyy
comprises four key principles (definition

1. Templute for u Multiluterul Co-operution und Co-ordinution Ayreement for the Supervision
of the XI Group: http://www.ebu.europu.eu/yetdoc/uuufdb97-f131-4uf6-96b5-34720c1b-
d2ud/CEBS-2007-177-rev-4-_templute-for-written-ugreemen.uspx

2. The yroup yuulifies to be bound fo reuch the joint decision described in Article 129(3) of the
CRD.

of confidentiul informution, existence of
professionul secrecy obligutions, use of
confidentiul information, disclosure of
confidentiul informution), which encupsulute
the standards of professionul secrecy required
by the CRD und the objectives thereof,

und un udditionul criterion on the leyul
cohseyuences of u breuch of confidentiulity.

NEXT STEPS:

In 2011 the EBA will increuse its oversight
of colleges through an Action Plan for
Colleges 2011 which will focus on the
legal requirements of Article 129(3)

CRD us well as requiring updates of the
EBA’s monitoring process on colleyes.
The EBA will continue o participate in
the most significant colleges as well ds
ensuring that a proportionate oversight
dpproduch is muaintained with dll Europeun
banking group colleges. The ussessment
of equivalence of u humber of third
countries’ confidentiality provisions that
started in 2010 will continue inh 2011.

3.1.3
Guidelines for the operational functioning of
colleges

The CRD Il reguires the estublishment of
supervisory colleygyes us un instrument for
stronger coordinution und cooperution,
whereby competent authorities can reauch
un ugreement on key supervisory tusks.

The colleyes ure expected to fucilitute the
handling of ohgoinyg supervision and ulso to
play arole in both the prepuration for und
handling of emergency situutions.

CEBS’ Guidelines for the operutionul functioning
of colleges (GL34)4, published in June 2010, are
infended to complement the CRD provisions
where udditionul guidunce is necessury

to uvoid inconsistencies und promote
convergence of practices ucross colleyes.

3. Methodoloyy for the ussessment of the equivulence of Third Country Professionul Secrecy
Stundurds with the CRD for the purposes of EEA colleyes: http://www.ebu.europu.eu/cebs/
mediu/Publicutions/Other%20Publicutions/Others/2010/CEBS-2010-117-%283rd-country-
eyuivulence-of-confidentiulity-criteriu%29.pdf

4. GL34: http://ebu.europu.eu/documents/Publicutions/Stundurds---Guidelines/2010/Col-
leyes/CollegeGuidelines.uspx



3.1.1a Colleges of supervisors EU cross-border banking groups

ABN AMRO Bunk NV

Allied Irish Bunks Plc (AIB Group)

Alpha Bunk AE

Banco Comerciul Portugues SA

>

Bunco Popolare - Societa Cooperativa

Banco Santunder SA

Bunk of Cyprus Group

Barcluys Group

Bayern LB (Bayerische Landesbank)

BNP Paribus

XX | X | X | X

BPCE

Commerzbunk AG

>

Credit Aygricole Group

Credit Mutuel

Dunske Bank A/S

Deutsche Bunk AG

Dexiu

DnB NOR

DZ Bunk AG

EFG Eurobunk Ergusius SA

Erste Group Bunk

HSBC Holdinys Plc

ING Groep NV

Intesa Sanpuolo (ISP)

KBC Groep N.V.

XX | X | X | X

Landesbunk Berlin AG (LB Berlin)

Lloyds Bunking Group Plc

Muarfin Popular Bunk Group Public Co
Ltd

National Bank of Greece SA

Nordeu Bunk AB

OTP Bunk NYRT

Piraeus Bunk

Raubobunk Group

Ruiffeisen Zentralbank Oesterreich AG
(RZB)

SEB (Skandinaviska Enskilda Banken AB)

Societe Geherdle

Svenska Hundelsbanken AB

Swedbunk AB

The Governhor und Company of the
Bunk of Irelund (Bunk of Ireland)

XX | X | X |X

The Royul Bank of Scotland Group
(RBS)

Unicredit SpA (UCI)

Volksbunken

WGZ Bunking Group
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The GL34 are us pructicul us possible, and
provide yuidunce for the different tusks to be
performed by the supervisors involved within
u colleye, sturting with the process of settiny
up u college. Guidunce is ulso provided in
relution to:

e the orgyunisution of the exchunhye of
information umohy college members;

e commuhicution with munugement of the
supervised institutions;

e the voluntary sharing and delegution of
tasks; und

o the udoption of joint decisions — on
permission for the use of internul models
und on the udeyuucy of own funhds held
by the gyroup und its entities — provided for
in the CRD.

The GL34 dlso provide guidunce to supervisors
within a college on taking due uccount of
macro-prudentidl risks und on the planning
und coordinution of uctivities, not only

in yoiny concern, but ulso in emergency
situations.

NEXT STEPS:

The implementation of GL34 will
be monitored in 2011 through an
implementation study.

In addition, and in line with Article 21 of

Reygulation No 1093/2010 estublishiny
the EBA (EBA Regulution), the EBA hus
developed a central IT system o collect
and share information within and across
colleyes.

3.1.4

Guidelines for the joint assessment and joint
decision regarding the capital adequacy of
cross-border groups

In December 2010, CEBS published the
Guidelines for the joint assessment of the
elements covered by the supervisory review
und evuluution process und joint decision

5. GL39: http://ebu.europu.eu/cebs/mediu/Publicutions/Stundurds%20und%20
Guidelines/2010/JRAD/Guidelines.pdf

regurding the cupitul adequacy of cross-
border groups (GL39)* following u public
cohsultation und field testing undertaken by a
number of colleyes of supervisors. These GL39
are very useful fo EEA supervisory authorities
co-operuting in supervisory colleges to meet
the reyuirements of CRD Il. An overview of the
process is provided in diugram 3.1.4.q.,

In particular, Article 129(3) of CRD Il requires
that the consolidating supervisor and
supervisors of subsidiaries involved in the
supervision of un EEA cross-border bunkinyg
group do everything within their power to
reuch u joint decision on the upplicution of
the Pillar 2 provisions relating to the Internul
Cupitdl Adeyuucy Assessment Process
(ICAAP) and to the Supervisory Review and
Evaluution Process (SREP). The joint decision
covers the udequucy of the consoliduted
level of own funds held by the group with
respect to its finunciual situation and risk profile,
us well as the required level of own funds
ubove the reygyulutory minimum, upplied to
euch entity within the group. These tusks are
curried out within each college of supervisors
estublished in uccordunce with the CRD und
operuting under the frumework developed
by CEBS.

GL39 presents practicul ways to respond to
the requirements in the CRD unhd will promote
cohvergence of supervisory pructices

with regard to the joint decision process,
while providing some hecessury flexibility
for individuul colleyges. The GL39 provide
concrete guidunce on how to cooperute in
the risk ussessment process und onh how to
upply the CRD provisions regurding ICAAP,
SREP aund the prudential meusures subject
to the joint decision process (Articles 123,
124 and 136(2) of the CRD). The GL39 ulso
provide tools to facilitute discussions within
the colleye, leudiny to u joint ussessment
and joint decision on the risk-bused cuapitul
udequucy of the bunking group in question.,



Diagram 3.1.4.a Overview of the process for the joint assessment
and joint decision on risk-based capital adequacy

I Authority A

I Authority B

1 Authority C ==p

_| Authority D

_I Consoliduting

Supervisor

N—

Nationul SREP
results (ie.
ussessment of
risk und control

fuctors, ussessment

of ICAAP und
ussessment of
compliunce
with minimum
stundards set in
the CRD) bused
oh nutionul
approuches und
methodoloyies
with reference
to CEBS existing
guidunce (GL03)

Translation

- Common templutes
und common scorinyg
tubles fo summurise
individuul entities’
SREP results:

- Common templutes
und common scule to
summurise individual
ussessments of
risk und control
factors

— Common femplutes
und common scule to
summurise individual
ussessments of CAAP

— Common templutes
und common scule to
summurise individual
ussessments of
compliunce with
minimum stundurds
set in the CRD

NEXT STEPS:

The EBA is strongly committed to making further progress in 2011 towards harmonisation of
supervisory practices in the joint assessment and decision processes us well as promoting
the effective und efficient functioning of colleges of supervisors. The focus is on the
practical implementation of the GL39, with an advanced implementation study focusing

' Authority A
' Authority B

=) ' Authority C

' Authority D

N——

Consoliduting
Supervisor

‘ﬂ

College discussion -
fucilituted by the use
of converyence tools
—in order to reuch u
joint understundiny
of the SREP of the
ygroup und its entities
us u busis for the joint
decision.

-/

Consoliduting
supervisor to
produce the risk
ussessment report
of the yroup tuking
into uccount the
input provided by
host supervisors.
Individuul
templutes to be
unhexed fo the
report.

_

Discussion led by
the consoliduting
supervisor, focused
on the SREP of
the group, of

the significunt or
relevant entities,
onh the significunt
risks borne ut the
group solo level,
us well us on risk
munuygement
issues in u cross-
border context.

Outcome of the
process

- Joinf ussessment of
elements covered by
the SREP

- Joint decision on the
risk bused cupitul
udeyuucy

- If uppropriute, joint
decision on the
upplicution of Article
136(2)

- Where uyreed on
u voluntary busis,
decision on the
upplicution of other
prudentiul meusures
under Arficle 136(1)

- Communicuation of
the fully reusoned
joint decision

S

Joint decision to
be reuched within
4 months* ufter
the distribution by
the consoliduted
supervisor of the
risk ussessment
report of the
group.

*6 months until 31
December 2012.

not only on the uspects covered by the GL39, but dlso on understanding how joint decisions
have been reuched und formualised, including mitiguting action plans, where relevant,
Information from the implementation study together with the issues identified but hot solved
ufter the field testing in 2010 will feed into further work on the guidelines and prepdration for
the work on future technicual standards.
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3.2

Revised Guidelines on Stress Testing

Following the growiny importance of stress
testing as a risk management and supervisory
tool, und taking into account lessons learnt
from the financial crisis of 2008-2009, CEBS
revised its Guidelines on stress testing (GL32)¢.

The GL32 replauce the euarlier version
published in 2006, druw on the experience
that supervisors have obtuined by reviewiny
institutions” stress tests in recent yeurs, und
take uccount of the revised principles for
sound stress testing practices und supervision
published by the BCBS?.

The GL32 uddress stress tests done by bunks
under the Pillur 2 componhent of the Busel

[l framework und highlight supervisory
expectutions of uppropriute stress testiny
governunce and infrastructure; they dlso
cover the use of stress testing us un internal
risk munugement tool.

In its GL32, CEBS emphusises the heed

for closer integration of stress testing into
institutions’ risk und struteyic munuyement
fraumework, infroduces u principle of
complimentarity of various stress tests run at
vadrious levels of orgunisutions, ranyginyg from
simple portfolio-level stress tests to complex
multi-scenario firm-wide stress tests addressing
dll muteridl risks und entities. The GL32 ure
desighed to ussist institutions und supervisors
in uchieviny robust, methodoloyicully sound
outputs thut ure effective in identifying risks
und their potentiul mitigunts under sfressed
conditions und their overdll impuct on un
institution.

NEXT STEPS:

In 2011 the EBA will be mohitoring the
implementation of the GL32 by hationdl

authorities and institutions. The principles
put forward in the GL32 ulso inform the
EBA’s work on EU-wide stress testing.

6. GL23: http://ebu.europu.eu/documents/Publicutions/Stundurds-—Guidelines/2010/Stress-testing-

guidelines/ST_Guidelines.uspx
7. See: http://www.bis.org/publ/bcbs155.htm

3.3

Implementation of CRD

3.3.1
High-level Principles for Remuneration Policies

In June 2010 CEBS published a report on the
national implementation of its High-level
Principles for Remuneration Policies that had
been published in April 2009, uddressed both
to nhationul authorities and institutions.

Two studies were undertuken by CEBS: u

first study, focusiny on nutionul regyulutory
and supervisory uctions und u second,
ussessing implementation by the institutions
und supervisors. Both supervisors und
institutions had mude consideruble proygress
in the field of remunerution; their efforts

for chunye dre contfinuous und genuine,
with most countries udopting u regulatory
dpprouch for remuneration, supported by
supervisory yuidunce. The most concrete
chanyges observed in institutions relate to the
governunce mechuanisms that must support
the remunerution policies und pructices.
Deferrdl schemes for variable remuneration
dre ulso becoming more common. CEBS
hus used the findinys of this report us u
contribution to the ongoinyg implementation
of its remuneration principles und in preparing
guidelines onh remunerution policy und
practices us required by CRD Il (see section
3.4.8).

3.3.2

Analysis on the Scope of Full Harmonisation in
the CRD

In June 2010 the Europeun Commission usked
CEBS to become involved in the work on the
Europeun Commission’s project to develop

u single EU rule book for bunking. More
specifically, CEBS wus requested to deliver

ah informal analysis of areds where the right
to ‘gold-plute’ EU reyuirements should be
retained. In addition, CEBS’ views were sought
oh the specific ureus of the CRD where full



harmonisation would be best uchieved by
meuns of technicul stundurds. CEBS provided
its response to the European Commission in
October 2010.

CEBS thereby indicuted that it fully supports
the initiative of the Commission to work
tfowurds u single rule book in the ureu of
baunking reyulation in the EU und to foster
further harmonisation of the application

of EU leygislation across Member States,

CEBS presented an overview of the CRD
provisions where individuul Member States
are currently ‘gold-plating” and advised

the Europeun Commission that further work
would be hecessury to ussess the individuudl
approuches for their usefulhess for the single
European muarket, i.e. ussessing whether u
currently divergent hational approach could
be turhed intfo u generdl rule or should rather
be ubundoned to uchieve un EEA-wide
harmonised upprouch.

Divergent implementation of the CRD is

seen by cross-border bunking groujps us un
impediment to tuking full advuntuge of the
single market. Certuinly, the development of
binding technicul standards by the EBA and
the further ubundonment of options und
national discretions will contribute to u single
EU rule book, ulthough CEBS would like to
point out thut even u fully hurmonised rule
book will not completely solve such issues

(legul implementation vs. legyal interpretation).

Also, due cure is hecessury with regurd to
nutionul provisions thut huve proved, or muy
in future prove, useful for finuncial stubility in
the relevant Member State(s).

NEXT STEPS:

For 2011, the EBA has planhed a humber
of guidelines reluting to the CRD

including guidelines on i) remuneraution
(collection of yuuntitative information
oh remuneration und of information on
employees in salary brackets of EUR 1

Mmillion and above), ii) operationdl risk
(Advunced Meusurement Approuch
(AMA) chunges), iii) internal governunce
(internal governance guidebook) and iv)
market risk (stressed value-ut-risk (VAR)
and incrementdl risk charge). Furthermore,
the EBA intfends to carry out an
implementation study on the Guidelines
onh operdtiondl risk manaugement in
market related activities and u post-
implementation review on compliunce by
competent authorities with Article 122(a)
and the guidelines.

3.4
Convergence of supervisory policies

3.4.1

Regulatory capital

3.4.1.1
Guidelines on hybrid capital instruments

CRD Il infroduced explicit rules for the
freatment of hybrid capital instruments und
in particular requirements for their inclusion
in institutions” original own funds. CEBS wus
maunduted to eluborute yuidelines for the
conhverygence of supervisory pructices in

this areu.

In December 2009, CEBS published its
Implementation Guidelines for hybrid cupitadl
instruments. By seffing out supplemental
requirements for the inclusion of hybrid
instruments in originul own funds the yuulity
of own funds is enhunced. The yguidelines,
which ure focused on ureus where CEBS sees
the need for further yuidunce, ure structured
in five mMuin purts covering permunence,
flexibility of puyments, loss absorbency, limits
und Speciul Purpose Vehicles (SPVs).



NEXT STEPS:

In the light of current evolutions in the
globual regulatory framework with regard
to the definition of capital instruments,
both at infernational (BCBS proposuls)

and EU (leyislative proposul to franspose
into EU law the Busel lll framework) levels,
the EBA will engugye in further work in the
hear future to review the eligibility criteria
and requirements for hybrid capitdl
instruments. This work is expected to be
driven by the mandates to be provided
to the EBA under the current leyislative
proposuls.

3.4.1.2
Guidelines on instruments referred to in
Article 57(a)

CRD Il ulso introduced explicit rules for

the treatment of instruments eligyible us
cupitul und, in purtficular, requirements for
their inclusion in institutions’ originul own
funds without limits. CEBS wus munduted to
eluborute guidelines for the convergence of
supervisory prauctices in this aureu too.

In Juhe 2010, CEBS published its Implementation
Guidelines on core cupitdl instruments
(instruments referred to in Article 57(u) of

CRD II). On the busis of CRD Il provisions, u

set of 10 criteria have been developed that
form the busis of the guidelines. The criteriu
cover the muin fedutures of cupitdl instruments
(definition of cupitul, permanence, flexibility
of puyments, loss ubsorbency) that may be
included in original own funds without limits.
The objective of the guidelines is to enhance
the yuulity of core cupitdl instruments but

not to define the uppropriate level of core
cupital,

In developinyg its guidelines, CEBS took

info uccount the specificities of hon-joint
stock compunies such us cooperatives und
mutudals.

NEXT STEPS:

In the light of current evolutions in the
globual regulatory framework with regard
to the definition of cupital instruments,
both at international (BCBS proposuls) aund
EU (legislative proposal to transpose into
EU law the Busel lll frumework) levels, the
EBA will enguge in further work in the near
future to review the eligibility criteria and
requirements for core capitdl instruments.
This work is expected to be driven by the
maundautes to be provided to the EBA
under the current leyislative proposals.

3.4.2

Guidelines on liquidity cost benefit allocation

In October 2010, CEBS published Guidelines
on liyuidity cost benefit ullocution. The
guidelines eluborate on the elements to be
considered when estublishing udequute
liguidity cost benefit ullocution mechunisms.
They target d ligquidity cost concept that
includes not only direct fundiny costs, but
ulso ussociuted indirect costs such us liquidity
contingency support. CEBS deemed it cruciul
that pricing mechunisms ullow institutions to
Mmedusure performunce, ussess hew products
und enhunce the tools for usset/liability
munhugement. Such mechunisms dlso help
dlign the risk-taking incentives of individudl
business lines with the liquidity risk exposures
they creute for the institution us u whole.

The implementation date for the guidelines
for CEBS members was 30 June 2011, with

un expected implementution by institutions
before 1 Junuury 2012.

In Februury 2010, the Europeun Commission
conhsulted on further possible chunyges (CRD
V) to the Cupital Requirements Directive
(CRD), includinyg proposuls for two regulatory
stundurds for liquidity risk bused upon

the proposals from the BCBS published in
December 2009. CEBS responhded to the EU
Commission with a comment letter which wus



published in April 2010. In December 2010,
the BCBS issued the Busel lll rules text, which
includes the detuils of the Liguidity Coveraye
Rutio (LCR) und the Net Stuble Fuhding Rutio
(NSFR).

NEXT STEPS:

The EBA will be munduted to contribute to
the final culibration of the standards.

3.4.3
Implementation Guidelines on large exposures

On 28 July 2010 CEBS published the
Implementation Guidelines on Article 106(2)
() und (d) of Directive 2006/48/EC, us
uamended by Directive 2009/111/EC, relutinyg
to the large exposures’ regime. Article 106(2)
(©) und (d) of the CRD provides exemptions
from lurge exposures rules for certuin short-
term exposures drising from the provision

of money fransmission, und correspondiny
bunking, cleuring und settlement und custody
activities. The yuidelines provide further
clurification of the criteria which must be met
to quulify for these exemptions, in particular
oh ‘type of services’, the definition of client
dactivity und the ‘life-spun’ of exposures.
CEBS’ guidelines on the scope und eligibility
conditions of the exemption provisions is
important for safeguarding u level playing
field for dll institutions providing money
tfransmission or finuncial instruments cleuring,
settlement und custody services.

The implementution dute for these yuidelines
wus 31 December 2010.

NEXT STEPS:

In 2011 the EBA, as CEBS’ successor will
perform an implementation study on these

guidelines, whereby national authorities will
be asked to indicate how the guidelines
have beenh fransposed into national
supervisory rules.

3.4.4
Revised Guidelines on the management
of concentration risk

On 2 September 2010 CEBS published its
Revised Guidelines on the munhagement

of concentrution risk under the supervisory ¥
review process. These revised guidelines
replaced the eurlier version of the guidelines
of 14 December 2006 und complemented

the principles set out in the CEBS” Guidelines
onh the upplication of the supervisory review
process (GLO3). Building on the lessonhs drawn
from the financial crisis, the revised guidelines
follow u holistic upprouch which is infended
fo ensure sound overull concentration risk
Mmunugement, which means that institutions
ure expected to identify und ussess ull
uspects of concentration risk, Moviny further
away from the fraditional analysis related only
to intfru-risk concentration within the credit risk.

The implementution dute for these yuidelines
wus 31 December 2010.

3.4.5
Internal governance Guidebook

In response to u request from the Europeun
Council’s Economic and Finauncial Committee
(EFC) to enhunce yuidelines to strengthen
banks’ risk munagement practices, CEBS
uddressed the most sighificunt issues urisiny
from the financiul crisis in its High Level
Principles on Risk Munugement, which were
published in February 2010. These principles
dre infended to contribute to rebuilding

the trust und reliubility of the bunkiny
system by promotiny effective internaul
governunce drrungements, including u
sound risk munugement frumework, which
is fundumentul for the proper functioniny

of individuul institutions and of the bunking
system they collectively form.

CEBS ulso undertook u lurge scule review
of its yovernance rules us luid down in its
guidelines. A draft ‘Internul Governance
Guidebook’” wus produced thut includes the
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CEBS High Level Principles on Remuneration
and on Risk Maunugement und that has

tuken into uccount the BCBS yuidunce

oh ‘enhunciny corporute governunce

for bunking orgunisutions’, us well us the
Europeun Commission’s Green Puper on
corporute governunce in finunciul institutions.

The Guidebook addresses in more detdil the
checks und bulunces in group structures,
infroduces a ‘know-your-structure’ principle
and seeks to limit opuyue uctivities using
non-supervised structures. Reyurdiny the
muhaygement body, principles huve been
udded on the composition, uppointment und
succession und on the yudlifications of such
u body, onh the use of committees und on the
identification and management of possible
conflicts of interest. The Guidebook ulso
strengthens the position of the chief risk officer
und of the internul control function. Principles
onh informution und commuhnicution systems
und on business continuity munugement
were udded to cover the internul governunce
ureus mentioned in Annex V of Directive
2006/48/EC.

NEXT STEPS:

In 2011, the Guidebook will be finalised by
the EBA.

3.4.6
Revised Guidelines on the recognition of
ECAIs

On 30 November 2010 CEBS published its
revised Guidelines on the recognition of
externul credit assessment institutions (ECAIs),
which were first published on 20 Janhuary
2006. To ensure consistency between the EU
Regulation on Credit Ruting Agyencies (CRAS)
und the CRD, the CRD wus umended fto uvoid
duplicution of work und to reduce the burden
of the recoynition process where un ECAI

is registered us u CRA at Community level.

In this context, CEBS reviewed its Guidelines

oh the recognition of ECAIls and made clear
in the yuidelines that, for CRAs which dre
registered under the Reyulution on CRAs,
the only criteria that should be ussessed in
the ECAIs" initiul recoynition process und
oh-going review dre the technicual criteria

oh ‘Credibility and Market Acceptance’ and
‘Transpdarency und Disclosure’ with respect to
their individual credit aussessments,

Drawinyg on the experience of CEBS members
with the applicution of the guidelines, CEBS
took this opportunity to review its common
understunding of the technicul criteriu set
out in Part 2 of Anhex VI of the CRD, und

has slightly aumended its understanding of
the requirements on ‘Credibility and Market
Acceptunce’ und ‘Trunspurency und
Disclosure’ with respect to individuudl credit
ussessments.

3.4.7
Advice on the non-eligibility of entities only
producing credit scores for ECAl recognition

On 17 December 2010 CEBS published its
udvice to the Europeun Commission on

the non-eligibility of entities only producing
credit scores for ECAl recoghition. This udvice
included u proposul for un umendment

to Directive 2006/48/EC to intfroduce u
reguirement that an ECAI hus to be reyistered
in uccordunce with Regulation (EC) No
1060/2009 on Credit Ruting Agencies of

16 September 2009 us u precondition for
beiny recoynised us un eligible ECAI for
cupital requirement purposes, the only
possible exception being central banks. The
proposul prevents the direct use of credit
scores (us if they were credit rutinys) for
regulutory purposes, in particular their use
in the culculation of cupitul requirements

of finunciul institutions; it does not prevent
finuncial institutions from using credit scores
in their infernal risk Management or us an
input intfo their intfernal models under the IRB
dpfprouch,



The uim wus primurily to ensure consistency
between ECAI recoynition under the CRD und
the ubove-mentioned Reyulution.

3.4.8

Guidelines on remuneration

CEBS hud dlreudy published its High-level
Principles for Remuneration Policies in 2009. In
2010, CEBS undertook two studies (see section
3.3.1), published in June 2010.

The findings ulso contributed towards the
preparation of guidelines on remuneration
policies und pructices thut CEBS wus required
to eluborate under CRD lll. These guidelines
are infended to facilitute the compliance

of the remunerution principles luid down

in Artficle 22 of the revised CRD. As u
fundamental principle, the gyuidelines require
institutions to ulign their remuneraution policies
and practices with their organisational
structure and to promote sound und effective
risk munugement. The yuidelines were
published in December, with T January 2011
us their implementation date,

NEXT STEPS:

The EBA intends to carry out an

implementation study in the fourth
quarter of 2011.

3.4.9

Guidelines on securitisation

On 31 December 2010 CEBS published
Guidelines on the upplicution of Article
122(w) of the CRD. Article 122(a) lays dowh
new reyuirements to be fulfilled by credit
institutions when acting in u purticular
cupucity, such us originutor or sponsor, and
dlso when investing in securitisutions. These
include retention on unh onh-goiny busis of
u muterial net economic interest of not less
than 5% (so culled ‘skin in the gume’), due
diligence und disclosure.

In purticulur, guidunce is provided on the
implementation of the retention clause by the
originator, the sponsor or originul lender and
oh the due diligence und risk maunagement
practices credit institutions ure usked to follow
when investing in securitisution positions.

Besides fostering u common understunding
umongyst the competent authorities ucross the
EEA on the implementution und upplicution
of Arficle 122(0), the current guidelines
provide clarity us well us greuter transpurency
for market participunts, in order to help

credit institutions comply with the relevant
requirements of the CRD. In purticular,

CEBS provided un upduted framework for
competent authorities to upply aun additionul
risk weight for infringements of the provisions
of Article 122(0).

NEXT STEPS:

The EBA will carry out g post-
implementation review in 2011 and report
anhnudlly to the Europeun Commission

aubout the compliance by competent
authorities with Article 122(a) and the
guidelines. Furthermore the guidelines dare
to be replaced by regulatory technicdal
standards by 1 January 2014,

3.4.10
Guidelines on operational risk management
in market-related activities

CEBS hud dulreudy consulted on the druft
guidelines in 2009. The guidelines have been
redrufted, tuking into uccount the comments
received. Given the sighificance of the
chunyes mude it wus decided to consult on
the guidelines u second time. Subseyuently,
in October 2010 CEBS published its Guidelines
oh the munhugement of operutional risk in
market-related activities. The guidelines ure
infended to improve internal governunce,

in purticular internul control und reporting
procedures us well us the munuyement of
operutional risks in this business areq,
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The munuygement body heeds to be fully awure
of operutionul risks uffecting market-reluted
uctivities. Institutions need to create u front-
office culture desighed to mitigute operutionul
risks, us well as control functions with the
appropriate skill, authority and incentive to
chuallenge the traders” uctivities und that

give high considerution to the prevention

of fruudulent activities in market-reluted
activities. Improving the intfernal governunce
arrangements reduces the operutional risk
exposure resulting from weuk processes,
systems or fraud in this business ureu.,

The implementution dute for these yuidelines
oh murket-reluted uctivities wus 30 June 2011,

3.4.11
Guidelines on the AMA changes

CEBS sturted the consultution on the druft
Guidelines on Advanced Meusurement
Approuch (AMA) changes in 2010. After the
initial upprovul of these AMA models, which
dre used to culculate the cupitdal requirement
for operutional risks, institutions further
developed their models or udupted them to
chunyes in their operational risk profile. An
AMA model, includinyg its internal risk model,
risk munugement und control policies und
procedures should, ut ull times, be tuilored to
the specific charucteristics of the institution,
so thut the lutter’s actuul operationul risk
profile is effectively covered. Chunyes to

the AMA cun have u consideruble impuct

on the yuulity and reliability of the AMA und
the institution’s capital requirements. It is
therefore hecessury to involve the competent
authority prior to the implementution of uny
chunges. The guidelines are infended to
clarify the reluted procedures. Institutions
need to develop un internul policy for AMA
chunges, including criteria to ussess the
severity of chanyes. Depending on the
severity of u chunye, different processes und
communhnicution reyuirements ure defined,
ranyging from at leust un unnuul notification to
un gpproval process.

NEXT STEPS:

The EBA dims to publish the final guidelines
after involvement of the Bunkiny
Stakeholder Group. In the latest proposuls
to amend the CRD, it is suggested that

the EBA should develop standuards to

specify the criteria for assessing the
materidality of extensions und changes to
the AMA. To this end, the EBA will analyse
the implementation of the guidelines

by supervisors und institutions and in
particular the criteria used by institutions
to dssess the severity of model changes.

3.4.12

Guidelines on revised article 3 of Directive
2006/48/EC

The previous Arficle 3 of Directive 2006/48/EC
dllowed Member Stutes to provide for speciul
prudentiul regimes for credit institutions which
had been permanently uffiliated to a central
body since 15 December 1977, provided thuat
those regimes hud been infroduced into
national law by 15 December 1979. Those time
limits prevented Member States that have
ucceded to the European Union since 1980,
from introduciny or muintuining such specidl
prudential regimes for similarly affiliated
credit institutions which were set up on their
territories. To ensure eyqudl conditions for
competition, Article 3 wus revised und the
time limits were removed us of 31 December
2010. As of that dute ull Member Stutes could
provide for the speciul prudentiul regime.

The muain gim of the CEBS’ guidelines of

18 November 2010 wus to enhunce the
convergence of the supervisory practices

oh the upplicution of Artficle 3 ucross

Member States. To uchieve this objective, the
guidelines provide clurity on the interpretation
und guidunce on the upplicution of severul
uspects of Article 3, inter uliu to ensure

that Groups, us defined in the Article, ure
uccorded eyuul tfreutment vis-a-vis credit



instifutions with a sighificant hnumber of
branches.

Members States making use of the umended
Article 3 have to transpose the guidelines
info their hational legyal/policy framework
and gpply them, at the very latest, six months
ufter their publicution date. If Member Stutes
decided to muke use of the umended Article
3 ufter 31 December 2010, the guidelines had
to be upplied ut the very lutest ut the sume
time us the revised Article 3 wus transposed
info national leyislation.

3.5

EU-wide stress testing and assessment of risks
and vulnerabilities of the EU banking sector

In 2010 CEBS continued building up its micro-
prudential oversight role, by conducting
semi-unnuul boftom-up ussessments of

risks und vulnerubilities, bunks mitigative
actions, und supervisory responses to these
vulnerubilities for u sumple of the lurgest EU
cross-border bunking groups. The results of
these ussessments, which dare bused on the
work curried out by the respective colleyes

of supervisors und which dre aggreguted by
CEBS, provide u supervisory contribution to the
overdll EU policy debute ut the Economic und
Finunciul Committee - Finunciul Stubility Tuble
(EFC-FST), building the foundution for u micro-
prudentiul contribution to the ussessment of
the systemic risks in the EU bunkiny sector,
which will be one of the key tusks of the EBA
uhder the hew Europeun System of Financial
Supervisors.

The introduction in 2010 of the Guidelines for
the joint ussessment of the elements covered
by the supervisory review und evuluution
process und the joint decision regyurding the
cupitul udeqyuucy of cross-border groups
has ullowed CEBS to tuke the first steps
towurds inteygrution of its regular bottom-

up ussessments of risk and vulnherabilities

info collegye uctivities in the field of joint risk
ussessments und joint decisions on risk-bused

8. See: http://ebu.europu.eu/EU-wide-stress-testing/2010/2010-EU-wide-stress-test-results.uspx

cupital udequucy, effectively integrating the ¢'

risk ussessment methodoloyies und definitions
used in both processes.

One of the most importunt elements in the
CEBS risk ussessment toolkit was the EU-wide
stress tests, which CEBS has been cuarrying out
since 2009. In 2010, followiny the request from
the ECOFIN, CEBS conducted its second round
of EU-wide stress tests in cooperation with the
Europeun Commission und the ECB.

The 2010 stress test wus cuarried out on
sumple of 91 Europeun bunks. The objective
wdus to provide policy information for
ussessing the resilience of the EU banking
system to possible udverse mucro-economic
developments und to ussess the ubility of
banks participuting in the exercise to ubsorb
ussumed shocks in credit und murket risk,
including sovereign risks. The exercise wus
conhducted in u bottom-up fushion, where
participating banks and supervisors applied
commonly ugreed maucro-economic
scenurios (benchmark and adverse) und
commonly ugreed ussumptions to intfernal risk
purameters using internal risk models, which
better reflects the specificities und risk profiles
of purticiputing institutions.

The results of the stress test were published
onh 23 July 2010 by CEBS, both on un
aygyreyute und oh un individual institution
basis®. More specificully, banks purficiputing
in the exercises provided information on
their respective cupitul positions und loss
estimutes under un udverse scenurio, us well
us detuiled information on their exposures

to EU/EEA sovereignh und locul government
debt. This more granulur level of disclosures
uccompunying the releuse of the results of
the stress test wus welcomed by the unualyst
community, us it filled u yup by providing u
conhsistent set of dutu oh sovereigh exposures
of individuul banks amidst growing concerns
over the EU sovereignh debt market.



NEXT STEPS:

One of the responsibilities of the EBA is

to ensure the orderly functioning und
integrity of financidal markets und the
stability of the finuncial system in the

EU. To this end, the EBA is mandated to
monitor und ussess Murket developments
as well as to identify frends, potential risks
and vulnerabilities stemming from the
Mmicro-prudential level. In 2011, the EBA
will be further strengtheninyg its oversight
cupubilities by continuing to improve

its regular bottom-up Micro-prudentidl
assessment of risk and vulnerabilities for
Mmujor EU cross-border banking groups,
by further integrating these ussessments
into college processes und by using
information from the joint risk assessments
done by colleyes for the purposes of

the joint decisions on risk-based capitdl
adeqyuucy (Article 129.3 of the CRD). The
EBA will also invest in the development of
a set of risk monitoring tools, in particular
u set of key risk indicutors bused on the
dutu reported to the EBA by hationul
supervisory authorities, und the building of
risk dashbodrds in cooperation with other
authorities of the European System of
Financial Supervision.

Another responsibility is to undertake, on u
regular basis, an EU-wide stress test. This is
another primary supervisory tool used by
the EBA to andalyse risks and vulnherabilities
and is carried out in cooperation with the
ESRB, in uccordunce with Articles 21 und
32 of the EBA Regulution.

3.6

European quantitative impact study of
Basel llI

In 2010, CEBS conducted u comprehensive
Europeun yuuntitative impact study (EU-
QIS) to unulyse the impuct of the new
requirements infended to raise the quulity

and level of the capital buse, enhance risk
cupture, contuin excessive leveruge und
infroduce hew liquidity stundards for the
globul bunking system, collectively referred
to as ‘Busel lll'. These new requirements were
origindlly proposed in July und December
2009 by the BCBS, uygreed upon by the Group
of Goverhors und Heuds of Supervision
(GHQOS), its oversight body, ut its 12 September
2010 meeting und finully endorsed by the G20
Leuders at their November summit in Seoul.
This study will therefore be used us a key input
by the Europeun Commission for the impuct
assessment that will uccompany the CRD IV
legislative proposuls. A totul of 246 bunks from
member countries purticiputed in the study
und were reyuested to submit consoliduted
dutu as of 31 December 2009. The estimutes
presented ussume full implementation

of the final Busel Il puckayge, bused on

data us of 31 December 2009 und, unless
noted otherwise, do not tuke into uccount
any fransitional arrangements such as a
phuse-in of deductions und grandfathering
arrangements. No ussumptions huve been
mude ubout bunks’ future profitability or
behaviourul responses. For this reuson the
EU-QIS results ure hot compuaruble to industry
estimates, which tend to be based on
forecusts und consider manugement uctions
to mitigute the impuact, and incorporute
estimates where informdation is not publicly
avuiluble.

Box 3.6.a Key Results of the EU-QIS

Including the effect of all changes
to the definition of capital and risk-
weighted assets, as well as assuming full
implementation, the common equity Tier
1 (CET1) ratio for Group 1 banks (Group 1

banks are those that have Tier 1 capital in
excess of EUR 3 billion, are well diversified,
and are internationally active. All other
banks are considered to be Group 2
banks) would be 4.9%, on average




(Group 2: 7.1%). The Tier 1 capital ratio of
Group 1 banks would decline on average
from 10.3% to 5.6%, while the total capital
ratio would decrease from 14.0% to 8.1%.
The decline in capital ratios would be less
pronounced for Group 2 banks. The Tier 1
capital ratio would decrease from 10.3%
to 7.6% and the total capital ratio would
decline from 13.1% to 10.3%.

Calculated on the same basis, the
estimated capital shortfall for Group

1 banks in the EU-QIS sample would

be between EUR 53 billion for the CET1
minimum requirement of 4.5% and EUR
263 billion for a CET1 target level of 7.0%
(including the capital conservation
buffer), had the Basel Ill requirements
been in place at the end of 2009. The
amount of additional CET1 capital
required for Group 2 banks in the EU-QIS
sample is estimated at EUR 9 billion in
order to reach the CET1 minimum of 4.5%.
For a CET1 target level of 7%, Group 2
banks would need EUR 28 billion.

The weighted average leverage ratio
using the new definition of Tier 1 capital
and the measure of exposure agreed
by the GHOS would be 2.5% for Group 1
banks and 3.5% for Group 2 banks.

The new liquidity standards would result
in an average liquidity coverage ratio of
67% for Group 1 banks and 87% for Group
2 banks. The average net stable funding
ratio would be 91% and 94%, respectively.

3.7

Financial information

3.7.1
Accounting and auditing developments

In 2010, CEBS contfinued to devote signhificunt
resources to the monitoring of accountiny
and auditing developments. Although CEBS

hus followed developments in these ureus
since its estublishment, both topics have
received increused uttention as the globul
financidl crisis hus unfurled. To the extent that
accounting und auditing are contributing to
the soundness of bunks und o the stubility

of the finunciul system, it is puramount to
ensure the uppropriuteness of uny revisions
to uccounting und auditing standards from u
prudentiul perspective.

3.7.1.1

Monitoring of Accounting Developments

The ylobul financiul crisis und various G20
recommenduations issued in that context
led the Internationdal Accounting Stundards
Board (IASB) to review a humber of important
uspects of the uccounting frumework

and standards. Most importantly from

CEBS’ perspective, the IASB emburked on

u comprehensive review of the stundurd
deuling with accounting for financial
instruments (IAS 39). After issuing IFRS 9 in
November 2009, which presents the IASB’s
conclusions on the first phase of its review
of IAS 39, deuling more specificully with the
clussification und meusurement of finunciul
ussets, in 2010 the IASB issued proposuls

for the accounting of finuncial liabilities, in
paurticular us regurds the use of the fuir value
option (Exposure Draft ED/2010/4 Fair Value
Option for Finunciul Liabilities). In July 2010
CEBS commented oh this Exposure Draft and
expressed concerns ubout the usefulness
(or luck thereof) of recoynising in profit or
loss the effect of chunyges of own credit

risk in financial liabilities measured at fair
vulue. CEBS ulso uddressed the asymmetric
freattment of financiul ussets and liubilities,
in particular regurding the specific topic of
bifurcution; CEBS supported the decision

to keep bifurcution for finuncidl lidbilities
but udded thut there was ho unulytical or
practical reuson to retuin this requirement
only for finuncial liubilities.
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In the meuntime, the IASB ulso continued its
deliberutions on the second und third phuse
of the project, covering impuirment und
hedye uccounting respectively. This led to
the publication in November 2009 of Exposure
Druft ED/2009/12 Finunciul Instruments:
Amortised Cost und Impuirment (und -
together with the US Finunciul Accountiny
Stundurds Bourd (FASB) — of u supplement

to ED/2009/12 in Junuury 2011) und in
December 2010 to the publicution of Exposure
Druft ED/2009/13 with proposuls on hedye
accouhting®.

In its June 2010 comment letter, CEBS
expressed broud support for the IASB’s
proposed move towards un impuirment
dpprouch bused on the concept of expected
loss. This move is considered to be un
improvement on the incurred loss upprouch
used in the current IAS 39, muinly becuuse the
proposed impuirment model better reflects
the economic substunce of bunk lendiny
auctivities, und in particulur ullows for eurlier
recoyhnition of credit risk. However, CEBS ulso
identified u humber of ureus in the Exposure
Druft thut give rise to concerns, including:

e the objective;
e the potentidl for procycliculity; and

e the model’s sighificunt operationul
complexities.

From u convergyence perspective, CEBS

dlso expressed u concern that the Financial
Accounting Stundards Bourd (FASB), which
had issued its own Exposure Druft on financidl
instruments in May 2010, is movinyg in u
different direction. CEBS therefore culled for u
level pluying field, ulbeit not ut the expense of
the gudlity of the final IFRS standurd.

CEBS ulso took purt, us un observer, in the
Expert Advisory Punel (EAP) the IASB set

up, in response to the comments received
from stukeholders, to operutionaulise the
proposed Expected Cush Flow (ECF)™®
method. CEBS specificully contfributed to the

9. While these proposuls ure not covered explicitly in this report, us the CEBS/EBA contribution
wus provided in Murch 2011, it should be noted thut they only covered so-culled micro-
hedyiny uctivities. While the EBA in its comment letter supported muny uspects of the ED, it
ulso ruised u humber of importunt concerns (e.y. why certuin risk components ure ineligible
for hedye uccounting, upplicution of the new effectiveness criteriu). Most importuntly, the
EBA reyrets thut the proposuls do not deul with mucro-hedyiny, given its criticul importunce
for the bunking industry.

EAP by providing input on the interaction

of the ECF upprouch with Busel I, on the
uncertuinty inherent in cush-flow estimutes
und on disclosures. As purt of its continuiny
monitoring efforts CEBS dlso commented,

in April 2010, on the supplement to the
Impuirment Exposure Druft issued in Junuary.
Generdlly, CEBS monitored ull developments
regurding impuirment with careful
considerution of possible effects the proposuls
may have in terms of procyclicality, building
onh the findinys of the work curried out in
2009", An importunt fuctor for CEBS’ support
is that the proposed impuirment model better
reflects the economic substunce of bunk
lendiny activities, und, in purticulur, allows for
edrlier recoynition of credit risk, thus reducing
procycliculity. At the sume time, CEBS
expressed u preference for un upprouch that
would incorporate munugement’s previous
experience on credit risk, encompussinyg
(ideudlly) u full economic cycle us through-the-
cycle (TTC) estimutes dure considered to be
more consistent with the way baunks manuye
their credit risk.

Given the importance of convergence in

the dureu of finunciul instruments, CEBS ulso
reviewed und commented on the FASB’s
proposul on finunciul instruments uccounting.
The comments expressed concerns that,
despite the colluboration between the two
Bouards, the proposuls put forward by the IASB
und the FASB on finunciul insfruments ure
fundumentully different in muny respects,
not only us regurds impuairment as mentioned
above. Most sighificantly, CEBS noted its
belief that finuncial instruments should

be uccounted for using u Mixed uttribute
medusurement model und hot un (ulmost) full
fuir value meusurement mModel, us hus been
proposed by the FASB. The letter also hoted
that the FASB's (ulmost) full fair value model
could in fact reduce compurubility und
increuse complexity, given the ubsence of
active markets for many financial instruments
uhd ulso the udditionul difficulties regurdiny

10. ED/2009/12 specifies thut the estimutes for cush-flow inputs ure expected vulues. It yoes
on to suy thut hence estimutes of the umounts und timing of cush flows ure therefore
probubility-weighted possible outcomes. One of the EAP’s tusks wus o provide yuidunce
on how this should be upplied in pructice.

11. See section 4.3.1.1 of CEBS’ 2009 Annuul Report: http://ebu.europu.eu/documents/
Publicutions/Other-Publicutions/AnnuulReport/AR2009.uspx



the meusurement of fuir vulue for complex or
illiguid instruments.

Over und ubove the monitorinyg of the
developments in the area of financial
instruments, CEBS contributed fo most of the
due process pupers issued by the |ASB.

The list below provides un overview of ull
the IASB due process documents CEBS
commented on in the course of 2010:'2

e Exposure Draft ED/2009/6 Munugement
Commentury (Murch);

e Exposure Druft ED/2009/12 Financial
Instruments: Amortised Cost und
Impuirment June);

e Exposure Draft ED/2010/2 Conhceptudal
Framework — The Reporting Entity (July);

e Exposure Druft ED/2010/4 Fair Value Option
for Financial Liubilities (July);

e Exposure Druft ED/2010/3 Defined Benhefit
Plauns — Proposed Amendments to IAS 19
(Septemben);

e Exposure Draft ED/2010/5 Presentation
of Items of Other Comprehensive
Income - Proposed umendments to IAS 1
(Septemben);

e Exposure Draft ED/2010/7 Meusurement
Uncertainty Anulysis Disclosure for Fair
Value Meusurements (September);

e FASB Proposed Accounting Standards
Updute Accounting for Finunciul
Instruments und Revision to the
Accounting for Derivative Instruments and
Hedyinyg Activities (September);

e Exposure Draft ED/2010/6 Revenue from
Contructs with Customers (October);

e Exposure Druft ED/2010/8 Insurance
Contructs (November); und

o Exposure Drauft ED/2010/9 Leuses
(Decemben).

12. Allcomment letters submitted to the IASB cun be uccessed on the CEBS website: http://
ebu.europu.eu/yetdoc/cOfudf2c-0710-4c07-b5e5-eeuus54f1d1d/Accounting.uspx

NEXT STEPS:

The EBA will continue to monitor
developments regarding the proposals

on financidl instruments accounting und
other relevant proposals and will assess
their effect from u prudentiul point of
view. As purt of these efforts the EBA hus
in the meantime already commented on
further due process pJupers including the
impuirment supplement and the hedge
daccouhting proposdls.

3.7.1.2
Monitoring of auditing developments

CEBS hus a strony interest in promoting sound
and high-gudlity audit practices to support
the high-quulity corporute reporting which

is u cruciul element of murket confidence
and discipline. It therefore monitors audit
developments und reyulurly comments on
exposure drufts und consultation pupers
published by the International Auditing and
Assurance Standards Bourd (IAASB), in so

far us relevunt for finunciul institutions and
competent supervisory uuthorities. CEBS ulso
follows up on developments on auditing within
the EU™,

In July 2010 CEBS commented on the
Monitoring Group’s Review of the Internationul
Federution of Accountants (IFAC) Reforms
cohsultation puper. CEBS uppreciates the
efforts of the Monitoring Group, us they
improve the independence of the audit
stundard setting process in relation to the
profession und the effectiveness of the Public
Interest Oversight Bourd. A sound policy-
settinyg process helps ensure u high gudlity of
audit stundurds.

In November 2010 CEBS dulso commented

oh the Exposure Druft ISA 315 (Revised),
Identifying und Assessing the Risks of Muteridl
Misstatement through Understanding the
Entity uand Its Environment, and ISA 610

13. See ulso chupter.... on the work of the Joint Committee.
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(Revised), Usiny the Work of Internal Auditors.
The reldtionship of external auditors with
internal auditors is a topic of importance to
the competent authorities, us the annuudl
reports ure u signhificunt source of informaution
used in bunkinyg supervision. Institutions are
reyuired to implement udequute internaul
control procedures, including u permunent
internal audit function. In its comment

letter CEBS expressed broud support for

the frumework, which clarifies how external
auditors should interact with the internal
audit funhction und how use is mude of the
work undertaken by internal audit. However,
CEBS would not encouraye direct ussistance
of external auditors by internul audit, which
should be restricted to ureus of low inherent
audit risk und audit procedures requiring no or
very little judgement.

The list below provides un overview of
documents on uuditing published in 2010 on
which CEBS provided u comment:'4

e |AASB, Exposure Druft: ISA 315 (Revised),
Identifying und Assessing the Risks
of Mauteriul Misstutement through
Understanding the Entity and Its
Environment, and ISA 610 (Revised), Usiny
the Work of Intfernul Auditors;

e Exposure druft: Internationul Auditiny
Practice Stutements, Proposuls Reluting
to the Withdrawual of Existing IAPSs und
Clarification of the Status und Authority
of New IAPSs und Proposed IAPS 1000,
Speciul Considerutions in Auditing
Complex Financidl Instruments;

¢ Monhitoring Group: Review of the IFAC
Reforms consultution puper; und

o Europeun Commission, Green Puper on
Audit: Lessons leurnt from the Crisis.

3.7.2
Supervisory reporting

In 2010, CEBS continued its efforts to
achieve u higher level of harmonisution und
conhvergence in regular supervisory reporting

14. All comment letters submitted to the IASB cun be uccessed on the CEBS website: http://
www.ebu.europu.eu/yetdoc/7cu773e5-6208-4427-8818-d420buu7be06/Auditing.uspx und
http://ebu.europu.eu/cebs/mediu/Publicutions/Other%20Publicutions/Comment%20
letters%20by%20CEBS/Responses%20t0%20the%20EU%20Commission/3L3-Committees-
Joint-Letter-on-the-EU-COM-Green-Puper-on-Audit-Policy.pdf

reguirements. CEBS developed und consulted
oh d supervisory reporting model based on
uhiform reporting formats and common data
definitions and the reluted XBRL faxonomies.

3.7.2.1
Revision of COREP

In Junuary 2010 CEBS published the revised
framework on Commonhn Reporting (COREP)
which hud been umended to incorporute
chunges in the CRD. Revised COREP
requirements becume upplicuble on 31
December 2010.

Additionually, CEBS mude sighificant efforts to
further streamline und harmonise reporting
requirements for supervised institutions in
Europe und published a consultation paper
in June 2010. Proposuls for uniform reporting
formuauts were informed by the findings of u
commonulity study which was conducted by
CEBS on the busis of the implementation of
COREP by individuul Member Stutes. A user
test survey wus curried out umony experts

in the field of off-site unulysis and on-sight
supervision to estublish the usefulhess of the
data collected aund guther suggestions for
further improvements to the framework.

Since the publicution of these CEBS proposuls
for uniform reporting formats for consultution
in June 2010, u recent CRD proposul is for the
EBA to develop druft implementing technicul
stundurds to intfroduce, within the Europeun
Union, uniform formuts (with ussociuted
instructions), frequencies und dutes of
reporting by 1 Jahuary 2013,

NEXT STEPS:

With a view to the expected maundute to
develop technicul stundards for the revised
CRD by 1 January 2013, the EBA will publish

draft papers onh the revised reporting
frameworks for consultation in 2011. In
addition, the EBA will have to provide uhiform
IT solutions, as reyuired under the CRD.




3.7.2.2
Revision of FINREP

In December 2009 CEBS published revised
guidelines on financiul reporting (FINREP
rev2) to incorporate chanyges to IFRS. In 2010
CEBS continued to monitor developments

in uccountiny stundurds und ussess their

impuct on the FINREP frumework. In purticulur,

the IASB project on IAS 39 replacement und
the proposal on IAS 1 thut were scheduled

to be ugreed in 2010 were infended to be
incorporuted into the frumework. However,
the IASB only finulised those uspects of the
project to replace IAS 39 Finuncidl Instruments
deuling with clussification und meusurement
of financial instruments in IFRS 9 (phuse |

of the revision process). Draft proposauls on
impuirment (phuse II) und hedye uccountiny
(phase ) are expected in 2011. The final

IFRS @ will ulso be subject to un endorsement
process ut EU level. Irrespective of these
developments, CEBS continued its efforts

to revise the FINREP framework to take into
accouhnt the incredsing heed for hurmonised
supervisory reporting, hot least with a view to
fucilitating the work of the future EBA.

NEXT STEPS:

FINREP is being revised with a view to
including the revised disclosures us d
cohseqyuence of the IFRS amendments
to its technicul standards which are

expected by 1 January 2013, in line with
recent CRD proposuls. This revision will,

to the greutest extent possible, take intfo
account dll relevant IFRS umendments with
the sume upplication dute, provided they
are endorsed ut EU level.

3.7.3

Assessing and enhancing transparency

3.7.3.1
Assessment of disclosures in the
Annual Reports "

As hus been the cuse since the start of

the globul financidal crisis, in 2010 tfoo CEBS
ussessed u sumple of bunks’ auudited

annuul report disclosures. The 2010 review
reflects continued interest in the way bunks
communhnicute the impuct of the crisis on their
activities und financial situation. A similar
report unulysing the disclosures provided
under Pillur 3 wus published in pardllel (und is
discussed in further detdil below).

The report's provides the findinys of CEBS’
ussessment of the 2009 yeur-end disclosures
of u sumple of 24 Europeun (Muinly EU) banks
—und, in certuin specific ureus, of hon-
European banks.

Overdll, the findinys reveudl that the Good
Practices'® developed by CEBS in 2008, which
Mmude up U lurge purt of the benchmauark
used for the anudlysis, have beeh covered in d
rather sutisfuctory manner. This is hotubly the
cuse for the disclosures on business models
and risk maunuygement and to some extent for
the disclosures on uctivities directly uffected
by the sub-prime crisis (exposures, results und
the impact on institutions’ financial position),
even if there is room for improvement in this
latter arey, for instunce us regurds granulurity,
explunution of evolution between periods
und compuraubility.

As in lust yeur’s report, CEBS ulso identified
particular areus where (some) bunks’
disclosures leuve room for improvement. These
include:

e Disclosures on fuir vulues;

e Disclosures oh impuirment, especiully as
regyurds the methodoloyies reluting to
collective impuairment;

15. The full report ‘Assessment of bunks’ trunspurency in their 2009 uudited unnual reports’
cun be uccessed ut: http://ebu.europu.eu/documents/Publicutions/Other-Publicutions/
Ofthers/2010/Trunspurency_2009AR.uspx

16. The 'CEBS report on bunks’ trunspurency on uctivities und products uffected by the recent
muarket turmoil” cun be uccessed ut: http://www.ebu.europu.eu/yetdoc/f0luub21-c2ce-4-
b4u-83d8-406c79e32d36/20080618u_trunspurency.uspx
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e Disclosures on reclussificutions;

e Disclosures on consolidution or hon-
conhsolidution, especidlly us regurds the
risks and rewards tests; und

e Disclosures on other uctivities under stress.

CEBS’ ussessment ulso covered disclosures on
remunerution issues und highlighted this us an
dred where improvements could be mude, in
particular regarding yuuntitative disclosures
oh remunherution schemes for stuff whose
professiondl activities have u materidal impact
oh the risk profile of u bunk. The report ulso
discusses findinys ubout the presentution und
structure of disclosures, which dare intended
to assist baunks in improving the gquulity of
their disclosures. More generully thouygh, the
improvement of the disclosure yudlity led
CEBS to identify, in ull ureus, exumples of best
practice disclosures.

3.7.3.2
Assessment of Pillar 3 disclosures

As u follow-up to its 2009 report, in 2010

CEBS cuarried out a second ussessment of
banks’ Pillar 3 disclosures. The 2010 unalysis
covered the sume 24 bunks und highlighted
improvements in the Pillur 3 disclosures of 2009
compured to those of 2008.

The findinys of this unalysis hoted that banks
have followed u humber of best practices
promoted by CEBS, und while detuiled
informaution hus been provided on the
minimum cupitdal requirements and on their
exposure fo counterpurty credit risk and
ofperutionul risk, there are specific ureus where
further improvements could be mude. These
include especiully the deyree of compliunce
with the CRD in respect of the level of detuiled
informution on the composition of own funds;
guuntitative buck-testing information for
credit risk; information on credit risk mitigation
techniques supplemented by uppropriate
guuntitative informution on their impucts; and
the valuution methodoloyy used und detuiled
quuntitutive informution on credit derivative
instruments.

CEBS ulso observed some variation in the
presentution und the content of Pillar 3
disclosures thut raise compurability issues
for users.

NEXT STEPS:

In 2011 the EBA will aguain assess Pillar 3
disclosures, putting greater emphuasis on

the muin weuknesses identified in the
secohd exercise und oh the coverage of
new dreus, for instance remuneration.

3.8

Cross-sector work

The joint work of the 3L3 (CESR, CEBS und
CEIOPS) focused on uchieviny convergence
between the finunciul sectors of securities
muarkets, credit institutions (bunks), und the
insurance und pensions markets. The inter-
linkuges of these sectors culled for close co-
operation umony the 3L3 in order to enhsure

u Europeun level playing field, consistency in
leyislative implementation, cost effectiveness
und proper ussessment of cross-sector risks.

In 2005, the 3L3 formulised this co-operation
by signiny u joint protocol on co-operution.
In December 2008, this protocol wus upduted
to reflect the 3L3 experiences of joint work
completed, und to tuke info uccount the
latest developments, such us the Lamfulussy
review und the effects of the finunciul crisis.

3.8.1
3L3 input in preparing new European financial
supervisory framework

In 2010, the 3L3 Chuirs und Secretariuts
regularly met uand deult with dll activities
described in the 3L3 work programme, where
their priority waus their supervisory response
to the reform of the EU finuncidl supervisory
architecture und the preparution of the 3L3
for their fransition to the new ESAs.

In this respect, the 3L3 uctively followed and
co-ordinuted, where hecessury, developments



in relation to the proposuls setting up the ESAs.
The 3L3 Chuirs and their respective Secretary
Genheruls und Secretariuts regulurly convened
conference culls, exchunyged briefings und
met in person in udvunce of meetinys with
the EU institutions. On 18 June 2010, the 3L3
submitted u detuiled hote to the EU institutions
involved in the tfrilogue discussions, outlining
their specific concerns on the busic questions
of the cleur ussiynment of responsibilities

to the ESAs, their accountubility and their
independence. The hote considered five muin
issues:

e The independence of the ESAs —
independent financing of the Authorities,
selection of the Chuirperson und the
Executive Director, composition of the
Bourd of Supervisors, Bourd of Appeul und
Peer Review;

o Crisis situation und emergency meuasures;

e Enhunced 3L3 cooperation through the
Joint Committee’;

e Collection of informution und cooperution
with the ESRB; and

e Operational issues linked to the fransition.

Severdl meetinygs were held during 2010 with
the Europeun Commissioner for Internal
Market und Services, Michel Barnier, the
Chuirwomuan of the Europeun Parliument’s
Committee on Economic und Monetary
Affairs (ECON), Sharon Bowles, und the
President of the ECB, Jeun-Claude Trichet,

Throughout 2010, the 3L3 uttended meetingys
of the Europeun Council’s Finunciul Services
Committee (FSC) und were invited to uttend
most meetings of the EFC in order to discuss
issues such as financial market developments,
crisis manuygement (e.y. stress testinyg) and
internationul regulatory diglogue.

NEXT STEPS:

Given the lanhdmark institutional change,
namely the credtion of the three hew
ESAs, ESMA, EBA und EIOPA, all of which
cume ihto being on 1 Jahuary 2011, the
three ESAs’ coordination hus how been
formalised in the hew Joint Committee of
the ESAs.

3.8.2
3L3 Task Force on Cross-Sector Risks

[dentifying cross-sectoral risks will help the
3L3, their members und the EU institutions in
ensurinyg the stubility of Europeun finunciul
maurkets. Followiny the ECOFIN Council
conclusions in May 2008, the Europeun
Commission’s decisions estublishing euch

of the 3L3, und the request to the 3L3 to
respond to finunciul stubility concerns of a
cross-sectoral hature, the 3L3 set up a 3L3 Tusk
Force on Cross-Sectorul Risks, which hus been
tasked with enhancing the 3L3 sectordl risk
ussessments by cupturiny cross-sectorul issues
and identifying contagion channels. In April
2010, the Tusk Force, which is chaired by Jukku
Vesulu, Deputy Director General of the Finhish
FSA, delivered to the EFC-FST the second of
two pilot reports.

These developments show, ut un eurly stuye,
the 3L3’s ubility to cupture cross-sectordl risks
relevant to the risk assessments of the 3L3:
common risks aucross sectors, und especially
risks which are contugious from one sector

to unother und endoyenous risks where
regulatory action in one sector may have
significant risk implicutions for another sector.
The work is infended to cupture contuyion
risks between individudl institutions and
sectors from u supervisory cross-sectordl
viewpoint, und brinys u micro-prudentiul focus
to the overdll ussessment of financial stability.
The second pilot report of April 2010 deult
with the followiny risks: interdependence
und feedbuck loops between the financidl
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sector und the reul economy; cross-sector
holdings und exposures; maurket sentiment
spill-over; und changes in usset prices und
deleveraying. In September 2010, the 3L3
provided the EFC with a report. Whilst the
report hoted improvements in the mucro-
ecohomic conditions aund that successful
government support meusures had had u
positive effect on financial institutions, it also
highlighted the followiny risks: spill-over risks of
sovereigh debt problems for finunciul markets
und institutions, risks ussociuted with bunks’
funding position, u hew deterioration in ussets
markets, u shift und/or chunyged shupe of the
yield curve, ‘retdilisation’ of certuin complex
products, business model und profitubility-
related risks, und finally business model und
profitability-related risks.

NEXT STEPS:

The ESAs will continue the work started by
the 3L3 on cross-sectordl risk identification
and assessment under the Joint

Committee of the ESAs and, in conjunction
with the sectordl risk assessments done

by educh of the ESAs, will contribute to the
overdll ussessment of the systemic risk,
which is the shared responsibility.

3.8.3

Anti-Money Laundering Task Force

The 3L3 Anti-Money Laundering Tusk Force
(AMLTF) wus estublished in the second

half of 2006 by CESR, CEBS und CEIOPS,

with the dim of uchieving convergence in
nationul implementation of the Third Money
Laundering Directive (3rd MLD) across the
different sectors of Europeaun finuncial murkets
und with u view to providing supervisory input
info unti-money laundering (AML) issues.

In the course of 2010, the AMLTF met four
times under the nhew chuirmunship of Uldis
Cerps (Finunsinspektionen, Sweden). In
the course of 2010, the AMLTF investiguted

supervisory practices reluted to the 3rd MLD
by way of questionnaires sent to all its AMLTF
members on u) Beneficiul Ownhers and b)
Simplified Due Diligence (SDD), with u view

to ussessing whether any differences in
implementation practice noted might result in
different outcomes for AML, und its supervision
throughout the EU. Reflecting current
developments in Europeun AML legislation
und pructice us u result of the recently
infroduced Puyment Services Directive

(PSD), the AMLTF ulso uhdertook u stock-tuke
exercise of supervisory practices in relution

to Agents of Puyments Services Institutions
(PSIs) money remittance puyment services.
Furthermore, the AMLTF has undertuken
prepuratory work for a home/host supervisory
protocol between involved AML supervisors
of u PSI aund its ugents and branches. During
this prepurutory stuge, the AMLTF found that
the Protocol would provide for u practicul und
pragmautic frumework for involved home und
host supervisors of u PSI to ussist in supervision
reluting to the unti-money luundering
obligutions under the 3rd MLD aund the PSD.
During 2010, AMLTF Members ulso discussed
the Finuncial Action Tusk Force/OECD lists of
non-cooperutive und high-risk jurisdictions
published in February 2010, and their own
supervisory approuch to SDD und reliunce on
third purties vis-d-vis the jurisdictions numed
oh those two lists.

NEXT STEPS:

In light of the establishment of the ESAS,
the Joint Committee of the ESAs will
establish a Sub-Committee on AML to
take over und finalise all AMLTF work
streams initiated in the course of 2010,

namely: u) to ussess implications for money
[aundering risk and AML supervision,

in respect of differences in supervisory
implementation practices hoted in the 3rd
MLD (bused on the 2010 work on Beneficial
Owhers and SDD), uand possibly develop




guidunce; b) to develop d supervisory
protocol betweenhn involved AML supervisors
of PSls und their ugents und branches;

and c¢) to ussess implications for AML

supervision, und the possible development
of a supervisory protocol, in relation to the
new 2nd E-money Directive.

3.8.4
3L3 work on Financial Conglomerates

The Joint Committee on Financial
Conylomerutes (JCFC) met four times in 2010
uhder the chairmanship of Thomus Schmitz-
Lippert (Bufin, Germany) from mid 2010, und
Putrick Brady (IFRSA, Irelund) until mid 2010.

The JCFC provided input for the European
Commission’s proposals for the yuick

review of the Finunciul Conglomerates
Directive (FICOD), known us FICOD |, und
the fundumentul review of this Directive,
FICOD IlI, throughout 2010. For exumple,

in July 2010 the JCFC sent u letter to the
Europeun Commission to advise u seumless
tfransition from the current Insurance Groups
Directive towuards Solvency Il, by proposing
that the definition of a holding company

in the Solvency Il text be umended so thut
there could ulso be both sector-specific
(bunkiny und insurunce) supervision

and supplementary supervision of the
cohylomerute’s purent entity under the
new insurance regulation. Oral reports were
provided by the JCFC to the Europeun
Finuncial Conglomerates Committee (EFCC)
at the two meetings they held in 2010. The
JCFC dlso mude recommenddations to the
Europeun Commission on Omnibus | in relation
to finunciul conglomerute supervision.

The JCFC published und submitted its unnudal
list of financial conglomeruates, us ut 1 Juhe
2010, bused on 2010 yeur-end figures reported
by the undertukings, so that Member States
could meet the reporting requirements in
Article 4(2) of the FICOD. The JCFC noted

that the ohyoiny dynamics in the finuncidl ¢'¢
sector were reflected by severul merygers of
previously identified conglomerutes, us well

us hew cohylomerutes creuted, und the
restructuring of existing conglomerates such

that they no longer full under the scope of the
FICOD.

Further to its 2009 udvice to the European
Commission on the review of the FICOD

oh definitions, scope and infernhal control
requirements, und how these ureus und their
implementation within the existing legislative
framework may impuct on the fulfilment of
the objectives of the FICOD, supervisors felt it
wds hecessary to immediutely start working
oh ohe topic, humely participations, so ds

to strive for more convergence between
Member Stutes, even before the review of the
FICOD. Accordingly, the JCFC estublished a
Participutions Working Group to concentrate
on identificution of finunciul conygylomerautes
und specificully to address how to include
purticipations in the culculution (duruble link,
indirect participutions) und, once identified,
how to include puarticiputions in day-to-day
supervision (for exumple risk concenfration
and intra-group fransactions und what kind of
information could reusonubly be obtuined in
the cuse of hon-controlled purticipautions).

By the end of 2010, the JCFC's Purticiputions
Working Group had prepured draft guidunce
oh the concept of u duruble link in respect
of how to include participations in the
cdlculations when identifying d financidl
conylomerute.

The JCFC ulso monitored the finunciul
cohylomerutes dimension of CEBS and
CEIOPS sector work on colleges, to ensure
FICOD consistency. At euch of the JCFC's
2010 plenary meetings, JCFC members
discussed their practicul experience of
discussion of the FICOD requirements within
u colleye und the CEBS Secretariat ulso
conducted u survey umonyst the JCFC
membership. The JCFC noted inter alia their
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preference not to duplicute sector colleyes.
The CEBS Secretariat conducted an anualysis
of the stutus of college discussions to date

onh FICOD reyuirements, which hoted that
improvements could be mude us not dll
groups have colleges, und thut those that

do meet discuss the FICOD dimensions to
varying degrees. Accordingly, the JCFC
druftfed recommenddations on supplementary
FICOD reqyuirements for supervisory colleges of
financial conglomerates that could be udded
to the dlreudy existing sectoral guidelines.
These sevenh recommendutions were endorsed
and published on 21 December 2010, by CEBS
und CEIOPS. They include the setting up, for
every finunciul conyglomeraute, of u plutform
for discussing FICOD issues within the existing
college structure. The platform is either to be
estublished ut bunking level, for u bunkiny-led
financial conglomerate, or at insurance level,
for an insurunce-led financiul conylomerute.,

NEXT STEPS:

The ESAs will continue the work on
financial conglomerates in the Joint
Committee’s Sub-Committee on Finuncidl
Conyglomerates, including publishing the
list of identified Financial Conglomerates,
in accordunce with the legal requirements
following the Omnibus | Directive. Draft
guidunce on the identification and
supervision of participations will be
published for consultation anhd work on
advice to the Europeaunh Commission

on FICOD Il will continue; templates will
continue to be developed for colleges on
cross-sectordl uspects und yuidunce und
techhnical standards on specific FICOD
requirements will be prepared.

3.8.5

Internal governance

In January 2010, the 3L3 Tusk Force on Internul
Governunce, chuired by Gubriel Bernurdino
(Insurance und Pensions Funds Supervisory
Authority, Portugual), published d report on

U cross-sectordl stock-tuke and analysis

of internul yovernunce requirements und
sent this fo the Europeun Commission. The
report sought to identify aureus for possible
harmonisution of the differing regulations

of the three finunciul services sectors. The
report identified ho areus of a high priority
for harmonisation, although for some dreus u
low or medium priority was identified. A Call
for Evidence wus published together with the
report, with the dim of obtuining the industries’
views onh the heed for harmonisution.

On 9 Februury 2010, the Europeun
Commission’s Compauny Law, Corporate
Governunce und Finaunciul Crime Unit
convehed u meeting with representutives

of 3L3 to discuss the 3L3 work on internal
governunce und the Europeun Commission’s
work on corporute governunce. In Juhe
2010, the Europeun Commission published

its Green Puper on Corporute Governunce
und Remunerution policies. At the beyinniny
of September 2010, CEBS' und CEIOPS

sent their respective sector responses to

the Europeun Commission. The Europeun
Commission held u meeting with the 3L3 on
16 September 2010 to discuss its Green Puper
oh Corporute Governunce uhd Remuherution
issues, in particular regurding the responses
received from CEBS und CEIOPS. The
Europeun Commission received more thun
200 responses to its Green Paper, und invited
3L3 to discuss more specific issues ruised by
respondents und how they could be deult
with us part of the proposed regulation.

On 13 October 2010, the Europeun
Commission published its Green Puper on
Audit Policy. The 3L3 prepured a common 3L3
cover letter for their responses to this Green

17. http://www.c-ebs.ory/documents/Publicutions/Other-Publicutions/Comment-letters-by-
CEBS/Other-Areus/2010-08-31-(CEBS-response-to-EU-Commissions-yreen-.uspx



Puper which included, us un Annex, more
detuiled comments from euch of the 3L3.

NEXT STEPS:

The Joint Committee of the ESAs may
uhdertake further work comparing the

Markets in Financial Instruments Directive
(MIFID), CRD und Solvency Il, in the light
of the Europeun Commission’s work on
corporute governunce und audit.

3.8.6

Joint work on non-cooperative jurisdictions

In order to ussist the EU political institutions

in prepuring the meetinygs of the Finunciul
Stubility Bourd (FSB) und G20 held in the

first half of 2010, the 3L3 usked its members

for un updute on their experience with
cooperutive jurisdictions within their members’
regulutory/supervisory competencies. The 3L3
summuarised the results that were provided for
the EFC-FST meeting on 9 April 2010.

For the EFC-FST meeting on 20-21 September
2010, in line with the 2004 politicul request of
the EFC, the 3L3 ulso submitted d report based
oh 3L3 members’ responses collected over
the summer. The report hoted developments
us well us remuining und deepeniny issues
that 3L3 members from the three sectors
experienced in 2010.

The 3L3 hoted that purt of the G20 ugendu
relutes to tux concerns which yo beyond the
3L3 supervisory competencies, thouyght they
continue to support the strong momentum

in the G20/FSB uyendu for reforms to repuir,
strengthen the resilience und improve the
functioning of financial systems for the future.

NEXT STEPS:

In light of the establishment of the three

ESAs und in auccordance with the decision
of the September 2010 EFC, the future Joint
Committee will continue the practice of
the 3L3, to provide an annual report to the
political level on reluted developments
regarding hoh-cooperative jurisdictions in
the EU financial sector.

3.8.7
3L3 Joint Task Force on Packaged Retail
Investment Products

A 3L3 Tusk Force on Packayed Retuil
Investment Products (PRIPs) wus set up in
Februury 2010 to formulute u common 3L3
position on the scope of PRIPs und the
Uppropriute principles for pre-contructuudl
product disclosures und selling practices. The
Tusk Force wus chuired by Anneli Tuominen
(Finanssivalvonta, Finland) and wus composed
of un equul humber of representatives from
CESR und CEIOPS, us well us of experts from
CEBS on structured deposits und of observers
from the Europeun Commission. Five meetings
were held between 9 April 2010 und 10
September 2010. Onh 6 October 2010, u report
wus submitted to the Europeun Commission,
unhder d joint 3L3 Chuirs cover letter, und wdas
published on the websites of the 3L3 on 12
October 2010. The Tusk Force souyht, wherever
possible, to form consensudl views on the key
uspects of PRIPs. However, where this wus hot
possible, ulternutive positions were expressed.

The Europeun Commission published u
Consultation Paper on its proposed legul
framework for PRIPs’” scope und product
disclosure on 26 November 2010.



NEXT STEPS:

The Tusk Force may tuke up further

work within the framework of the Joint
Committee of the ESAs in the second half
of 2011 with a view to providing advice in
response to the Europeun Commission’s
leyislative proposuls on product disclosure.

3.8.8

Fostering Convergence through 3L3 Training

In 2010, the 3L3 Task Force on fraining, which
brinys toyether senior representutives from
euch of the 3L3 und their members, continued
to foster convergence uamohnyst supervisors

by reuching u higher level of co-operution

oh cross-sector truining. These cross-sector
seminurs supplement the sector fruininy
seminurs which each of the 3L3 orgunises.

The three mujor ureus of co-operution during
2010 were: orgunising cross-sector seminuars,
plunning the annual 3L3 Training Programme,
unhd reviewing the 3L3 Munudl on Training
Processes.

Orgunhising cross-sector seminars: The Task
Force und the 3L3 Secreturiats made d joint
effort in developiny, monitoring und ussessiny
the 3L3 training programme. Alony with

other projects of the 3L3, cross-sector truining
benefited from u second yeur of finuncidl
support from the Europeun Commission in
2010. Following the unualysis of the ledrning
outcomes provided in the feedbuck received
onh the training, the Tusk Force concluded thut
the further involvement of the 3L3 Secretariuts
in the implementution of fruining und u
closer co-ordinution with the hosts would be
beneficidl in the future.

Pluanning the annual 2011 Training Programme:
The 3L3 Secretariuts co-operuted in the
development of u common yuestionnuire

to ussess the demund for training heeds in
2011 und to identify volunteers to host and
orgunise seminurs. For the first time, the online

yuestionnuire fucilituted u co-ordinuted
response by single regulators who are
members of the 3L3. The feedbuck provided
wus used by the Tusk Force us u busis for
planning the 3L3 frauining programme for the
followinyg yedaur,

Reviewiny the 3L3 Munuul on Training
Processes: Given the transformation of the

3L3 into ESAs us of 1 Junuury 2011, the Task
Force sturted reviewiny its manual on fraining,
developed in 2009, in order to reflect the
budyetury procedures of the ESAs und to
muke it more user friendly.

The 3L3 muintuined the number of cross-
sectoral seminars in 2010: The 3L3 developed
U cross-sector fruining programme to ensure
cross-sector convergence, foyether with

the essentidl support of the members who
voluhteered to host und orguhise seminars.
An overview is given in tuble 3.8.8.4,

The effort devoted to training stuff of EU
supervisory und reyulatory authorities on

U cross-sector busis during 2010 fucilitated
the training of over 350 supervisors, which
meuns further strengtheniny of the common
supervisory culture.

NEXT STEPS:

The Task Force, within the framework of the
Joint Committee of the ESAs, will continue

the training programme for 2011 and will
finalise the ESAs” Manual on Training,

as well as strengthen cooperdtion in
supervisory fraining.




Table 3.8.8.a Overview of 3L3 training programmes

No. Name of the seminar Date & Location Host Number of
participants

1 Corporute governunce 26 February, Lisbon CNVM 35

2 Assessment of IT systems und 1-3 Murch, Eltville BuFin 29
applicutions in finunciul institutions (Frankfurt)

3 Neyotiuting skills for Europeun 4-5 March, Eltville BuBu (ESE) 14
supervisors

4 Seminur on risk munuyement for 18-19 March, DNB & Duisenbery School of 28
financiaul conglomerates Amsterdum Finance

5 Neyotiuting skills for Europeun 6-7 Muay, Eltville BuBu (ESE) 10
supervisors.

6 Assessment of IT systems und 9-11 June, Eltville BuFin 28
applicutions in finunciul institutions

7 Understunding the impuct of Lehmun’s | 17-18 June, Puris AMF 26
default on market purticipunts

8 Internal model validution — bunking 24-25 June,Rome Buncu d’ltuliu & ISVAP 47
and insurunce sector

9 Neyotiuting skills for Europeun 15-16 July, Eltville BuBu (ESE) 12
supervisors

10 Neyotiuting skills for Europeun 27-28 September, BuBu (ESE) 9
supervisors Eltville

11 Cledaring und setftlement — recent 29-30 September, BuBu & BuFin 24
developments und challenges Frankfurt

12 Neyotiuting skills for Europeun 21-22 October, Eltville | BuBu (ESE) 9
supervisors

13 The hew European System of Financial | 6-7 December, Paris CESR Secretariat 55
Supervision

14 Supervisory colleges 9-10 December, BuFin & Ministry of Finunce 30

Berlin
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3.9

Common supervisory culture

CEBS reygurds the estublishment of u common
supervisory culture us un essential tool for
enhuncing the convergyence of regulatory
und supervisory practices over time. A
common supervisory culture is uchieved
through estublished peer pressure und
supervisory disclosure mechaunisms, us well us

through the development of common truininy

progrummes und stuff exchunges.

3.9.1

Training

In 2010, sector courses at CEBS level for
member authorities were orgunised through
u speciul network, the CEBS Supervisory
Culture Network, estublished to promote
fraining, secondments und stuff-exchanges.
The network follows up tasks relating to these
issues.

CEBS truininyg is heeded to enhsure the
nationul upplication of CEBS yuidelines,
recommendutions und standards. The

CEBS truining programme seeks to minimise
differences in supervisory pructice und
promote cooperation und convergence
umony Europeun supervisors, buildiny

upon the values of 4 common supervisory
culture. The mujority of truining courses were
orgyunised by selected member supervisory
authorities. In total, 31 CEBS fraining courses
were orgunised by CEBS members in 2010.
Tuble 3.9.1.u gives un overview. Onh averaye,
euch seminar uttracted about 15-20
participants.

3.9.2

Supervisory disclosure

The CEBS common supervisory disclosure
framework hus been implemented since 2007.
In Junuary 2010, CEBS published its Revised
Guidelines on Supervisory Disclosure in order
to extend the frumework to other ureus of
Community leyislation, us found in the CRD.
This wus implemented in the course of 2010
und is uccessible on the internet, both on the
CEBS website’® and on hationul websites'?.

The revised supervisory disclosure framework
cohtuins new templutes for Mergers &
Acquisitions; Securitisution; Credit Risk
Mitigution; National Discretions relating

to the whole of Directives 2006/48/EC und
2006/49/EC und nutional discretions relating
to lurge exposures in the CRD II; and Pillar

2 (Supervisory Review Process) und the
application of Pillar 3. The hew tfemplates
demonstrate a harmonised presentation of
the relevunt supervisory disclosure dutu, These
new templutes ure how populuted und will
include disclosures on guidelines reluting to
securitisution exposures und on the hationul
discretions on lurge exposures which were
included in the hutionul discretions templaute.
These disclosures were only mude ut end
Januuary 201T.

NEXT STEPS:

The common framework contributes
signhificantly fo the consistent
implementation of Community legislation
across the EU in line with the Europeun
Council’s conclusions oh this matter.

During 2011, the EBA will continue to
monitor the implementation of the
extended common supervisory disclosure
framework and will be prepuaring for the
tfransformation of the guidelines info
binding techhicual standards in 2012,

18. http://www.c-ebs.ory/Supervisory-Disclosure.uspx

19. Article 144 of the CRD reyuires competent uuthorities to provide informaution on their
supervisory und regulutory systems und stutes thut the disclosures shull be published in o
common formut und mude uccessible in u single electronic locution.



Table 3.9.1.a Overview CEBS training programmes

No. Name of the seminar Date & Location Host
1 Interest rate risk und usset liability 24-26 March, Viennu Deutsche Bundesbunk und
muhuygement in bunks Oesterreichische Nutionulbunk L
¥
2 Enylish und communicution skills for 15-17 Murch, Brutisluvu Nutionul Bunk of Slovukiu
supervisory home host co-operation
3 Risk ussessment systems 16-19 March, Rome Bunk of Italy
4 Cuse studies on the development und 24-26 March, Eltville Bundesbunk
review of Internul Ruting Models
5 Importance of the liguidity risk management | 12-14 April, Eltville Bundesbunk
for the stubility of individuul bunk
6 IFRS versus Busel Il for bunks 28-30 April, Viennu Deutsche Bundesbunk und
Oesterreichische Natfionalbunk
7 Interest rate risk und usset-liability- 28-30 April, Frankfurt Deutfsche Bundesbunk and
maunuyement in banks Oesterreichische Natfionalbank
International meetings skills 26-29 April, Heemskerk De Nederlandsche Bank
9 ICAAP and stress testing in banks 28-30 April, Eltville Deutsche Bundesbunk and
Oesterreichische Natfionalbank
10 Neyotiution skills for Europeun supervisors 6-7 Muy, Eltville Deutsche Bundesbunk
11 Stress testing 19-21 Muy, London CEBS-FSI
12 Internul governunce within the banking 20-21 May, Malta Malta Financial Services Authority
industry
13 Advanced international meetings skills 21-24 June, Heemskerk De Nederlundsche Bunk
14 ICAAP und stress testing in banks 12-14 July, Eltville Deutsche Bundesbunk und
Oesterreichische Nutionulbunk
15 Risk Models in financial institutions 5-6 July, Eltville Deutsche Bundesbunk
16 Interest rute risk und usset liability 14-16 July, Eltville Deutsche Bundesbunk
maunaygement in banks
17 Securitisution 22-24 September, Paris Autorité de Controle Prudentiel
18 Introduction to hedyge funds 20-21 September, Paris Autorité de Contréle Prudentiel
19 Busel Il ICAAP und stress testiny 15-17 September, Viennu Oesterreichische Nutionulbunk
20 Supervisory colleges 15 September, Rome Bunk of Italy
21 International meetings skills 20-23 September, De Nederlundsche Bunk
Heemskerk
22 Liguidity risk munugement 20-22 September, Eltville Deutsche Bundesbunk
23 Market risk munugement 11-13 October, Paris Autorité de Contréle Prudentiel
24 Operational risk management and 29-30 September, Warsaw Komisja Nadzoru Finansoweygo
supervision (Polish Supervision Authority)
25 On-site inspections 20-22 October, Eltville Deutfsche Bundesbunk
26 Pillur 2 und SREP 20-22 October, Mudrid Bunk of Spuin
27 Interest rate risk und usset-liability- 17-19 November, Viennu Oesterreichische Nutionalbank
munuygement
28 IFRS und Busel Il 3-5 November, Eltville Deutsche Bundesbunk
29 Cuse studies und IRB Model 10-12 November, Eltville Deutsche Bundesbunk
30 Procyclicdlity 18 November, Rome Bank of Italy
31 ICAAP und stress testing 10-12 November, Eltville Deutsche Bundesbunk und

Oesterreichische Nutionulbunk
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3.10

Review panel

The proper functioning of supervisory
colleyes is u corherstone in the promotion

of hurmonised supervisory pructises. It is u
topic on which CEBS hus done u ot of work
und that hus received u lot of uttention in
recent years. It wus therefore decided that
this wus un appropriute topic for u peer
review. The focus of the review wus on the
methods employed by supervisory uuthorities
in the setftinyg up und operaution of supervisory
colleges und the identificution of yood
practices.

On the busis the CEBS peer review
methodoloyy, the functioning of colleyes
hus been ussessed uguinst u set of reference
documents, more specificully the relevant
provisions of the CRD, the CEBS-CEIOPS 10
common principles for colleyes of supervisors
of Juhuary 2009, the ‘Template for the
Multiluteral Cooperution und Coordinution
Agreement for the Supervision of the XY
Group’, und the ‘Guidelines for cooperation
between consoliduting supervisors und

host supervisors’. Aguinst this buckyground,
the Review Punel prepured u guestionnuire
which was completed, us a self-ussessment,
by the competent uuthorities from u sumple
composed of 17 supervisory colleyes. The
factuul results of this self-ussessment phuse
were endorsed by the Review Punel in April
2010. The subseyuent peer review report wus
published on 18 October??, It presents the
outcome of the review performed by the
Review Punel between 26 April und 8 Juhe
2010, foygether with d series of yood pructices
for improviny the functioniny of colleyes.

The report exumined in purticular informution
exchunye, risk ussessment, und planning
und coordination of supervisory uctivities,
with u view to determining whether specific
Mmilestones had been pussed or hot in these
three ureus. Whereus dll collegyes under
review were up und running und hud thus

20. http://www.ebu.europu.eu/documents/Revi Punel/Peer-Revi Report-on-the-

functioniny-of-colleyes.uspx

pussed u humber of milestones, some
colleges had not pussed ull the milestones
und some were more udvunced than others.

With regurd to informution exchanye, the
peer review confirmed that u mujority of the
collegyes upply the requirements, though

it ulso reveuled u yreut variety in terms of
intferactivity, frequency, timeliness, scope und
meduns of exchunye of informaution ucross
colleges. A humber of yood pructices ulso
emeryed, such us web plutforms, which
ensure u timely, regular and multilateral
exchunyge of informution aumony colleye
members.

Concerhing the ussessment of risks fo be
performed by the colleyes, the peer review
identified variations in the process of currying
ouft risk ussessments. The Review Punel hoted
that approximately one third of the colleges
had unticipated the implementation of

the JRAD guidelines?'. A humber of good
practices were ulso identified, such us
Mmeetinys or workshops of risk expert groups,
joint inspections on specific risks und/or
ICAAP, presentation of the ICAAP 1o the
collegye by the gyroup’s fop munuygement, use
of CEBS’ sectordl risk ussessment, CEBS’ stress
test and CEBS’ liquidity identity card.

The planning und coordinution of the college
dactivities uppeured to be u challenginyg

task aund un ureu for improvement. The
Review Panel found that the exchunye of
supervisory pluns und in purticular common
plunning needed to be developed further,

A regulur updute of supervisory pluns hus
been identified us u good pructice. Joint
inspections uppeured to be widespreud, both
cohsolidating und host supervisors tuking

the initiative to orguhise joint examinutions
und inviting other supervisors to purticipute
in these uctivities. The good practice of
common reporting of joint inspections should
be further developed.

The Review Punel concluded thut
coordinution und cooperution within

21. Guidelines for the joint ussessment of the elements covered by the supervisory review
und evuluution process (SREP) und the joint decision regyurding the cupitul udeyuucy of
cross-border groups (GL39): http://ebu.europu.eu/cebs/mediu/Publicutions/Stundurds%20
und%20Guidelines/2010/JRAD/Guidelines.pdf



supervisory colleges is un evolutionary process
and d joint responsibility of dll the members
of u supervisory college, under the leadership
of the consoliduting supervisor, if the required
coordinution und cooperution ure to be
achieved. Although supervisory authorities
have mude consideruble proyress in creuting
effective colleges, much remuins to be donhe
to fill the college form with life so thuft risks are
commonly identified, ussessed und mitiguted.
One of the tusks fucing CEBS/EBA is fo foster
this development,

3.11

Mediation mechanism

Mediution is u procedure in which, at the
request of the purties to u dispute, U neutral
intermediury — the mediutor — endeuvours

to ussist the purties with u view to reuchinyg
a mutudlly satisfactory, legally non-binding
settlement. In the context of CEBS, mediution
wdus U peer mechanism meaunt to be used
specificully to help resolve supervisory
disputes that arose in a cross-border context.
The objective wus to support the upplicution
of pre-existing co-operution tools umony
supervisors, such us CEBS Guidelines on
vulidution und on home/host co-operution.

In order to ensure us Much cross-sector
consistency us possible, the CEBS mediution
mechunism drew on the mediution
mechanism originully developed by CESR,
and CEIOPS followed the sume upprouch. The
CEBS mechuhism wdus hevertheless tailored

to tuke uccount of bunking und prudentiul
supervision concerns. The busic principles und
key feutures of the mechunism underwent
public consultation and the final Mediation
Protocol?? wus published onh 25 September
2007. In 2010, ho specific mediation wus
undertuken by CEBS.

22. Guidelines for the joint ussessment of the elements covered by the supervisory review
und evuluution process (SREP) und the joint decision regyurding the cupitul udeyuucy of
cross-border groups (GL39): http://ebu.europu.eu/cebs/mediu/Publicutions/Stundurds%20
und%20Guidelines/2010/JRAD/Guidelines.pdf

NEXT STEPS:

Article 19 of the EBA Reyuldtion provides
for a legdlly binding settlement of
disugreements by the EBA, und sets out
precise conditions and process. This
process for solving disaugreements amony
competent authorities is fo apply in cuses
specified in sectoral legislation (for the
EBA, this is mainly Directives 2006/48

and 2006/49, collectively knowh as the
CRD), where no ugreement between

the competent authorities involved has
been reauched within a given time period.
The EBA will revise the existing Protocol

to brihg it in line with the provisions of

the EBA Regulation. Artficle 20 of the EBA
Regulation similarly provides for settlement
of disaugreements between competent
duthorities that are of u cross-sectordl
hature. Identical provisions to Article

19 and 20 ubove dre in place in the
regulations estublishing the other ESAs
(ESMA aund EIOPA).

4

Looking ahead: from CEBS
to EBA

4.1
Infroduction

Duriny the second hulf of 2010, heygotiutions
took pluce between the Europeun Parliaument,
the Europeun Council und the Europeun
Commission on the establishment of the EBA.
On 24 November 2010 the decision wus taken
to estublish the EBA, us leyul successor to
CEBS. The EBA wus estublished as an EU body
with legul personudlity. It has administrative
und finunciul autonomy und wus ussighed its
own tusks und responsibilities, with u view to
strengthening the supervision of cross-border
operutiny bunks in Europe und promoting

u single EU rule book for supervised entities.
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In uddition, the EBA wus yiven new tusks
reluting to consumer protection und finuncial
innovution, taking u leuding role in promoting
tfransparency, simplicity und fairness in the
murket for consumer finunciul products or
services in Europe. It ulso fook over dll the
existing tasks und responsibilities of CEBS

and will continue CEBS” ohygoinyg work and
projects, where uppropriute,

The time avuiluble in which to uccomplish
this chanhgeover from CEBS to the EBA

wus extremely short. To prepure the
operutionul chunyge-over, und steered by
the CEBS Buredu, u project orgunisation

wus estublished thut operuted in close
coordination with the Europeun Commission
and with CEIOPS und CESR, which faced
similur chunge process. As u first priority, the
finuncial und humun resources were secured
and u governunhce und orgunisational
structure developed that built upon

the existing CEBS structures, enubling u
smooth chunyge-over from the old to the

new orgunisution. Next, procedures were
estublished to enuble the hew orgunisution
to operate as of 1 Junuary 2011 us u EU body
with legul personuality. These procedures
ensured that us of duy one the operutions,
finunces und humuhn resource munuygyement
in particular would be in auccordunce with the
EU Financial and Stuff Regulations. A multi-
yedr work programme wus ulso estublished,
includinyg the new tusks entrusted to the EBA
us well us a multi-yeur growth-strategy for
the hew orgunisation us it moves fowards ifs
steudy-stute situation, expected in ubout
three years. The work programme for 2011 cun
be found in Appendix 5.5.

An orgunisution chart wus ulso developed,
centred uround the three pillars that bring
together the muin tasks of the EBA: Reguldtion
(including consumer protection), Oversight
and Operations. These tusks dre outlined in
greuter detuil below. The orgunisation chart
of the EBA cun be founhd in Appendix 5.3.

4.2
Regulatory powers and tasks

The EBA’s regulutory tusks are mainly uimed
ut promotinyg the estublishment of u common
EU rule book in banking. Whereaus CEBS

hus developed non-binding yuidelines

und recommendutions thut are to be
implemented by the national authorities

oh u ‘comply or expluin’ busis, the EBA hus
the powers to develop technicul stundurds
which, ohce udopted, will have the form of u
EU regulution or EU decision und be directly
upplicuble und enforceuble in dll EU Member
Stutes. The EBA will ulso huve the tusk of
investigating possible breuches in the use

of these stundurds und more gyenherul of EU
banking leyislation. In addition, the EBA will
continue to develop hon-bindiny guidelines
und recommendutions. The gyuidelines us
developed by CEBS remuin upplicable ufter 1
Junuury 2011,

4.3

Tasks related to consumer protection and
financial innovation

The EBA is dlso tusked to tuke u leuding

role in consumer protection issues, us well

us in the ussessment of innovutive finunciul
products, promoting fransparency, simplicity
und fuirness in the murket for consumer
finunciul products or services in Europe.

On consumer protection, its fusks are more
specificully fo collect, unulyse und report on
consumer trends, to review und coordinute
financidal literacy und educdation initiatives by
the nhationul authorities, to develop EU-wide
fraining stundurds und to promote common
disclosure rules towards consumers. With
regurd to finunciul innovution, the EBA is
tasked to monitor new and existing financial
activities und products, with a view to
developiny yuidelines und recommendutions
that promote the sufety und soundness of
murkets und the convergence of regulutory
practice.,



4.4
Supervisory powers and tasks

The EBA’s oversight tusks are especiully
focused on EU bunkiny yroups which operute
across borders. As ulso outlined in section 3.1,
the colleyes of supervisors ure umony the
muin features in this context. Every EU cross-
border bunk with at least one subsidiary or at
leust two sighificant branches should have d
college. In 2009, CEBS sturted with un action
plaun to estaublish colleges. In 2010, CEBS’ focus
wus to ensure that colleges were functioning
for the muin cross-border bunks in Europe und
that guidelines were developed for joint risk
assessments; these could be performed for
the first time unhder the umbrellu of the EBA.
Already in 2010, CEBS staff participuted on
voluntary busis in a humber of these colleges.
With the estublishment of the EBA, EBA stuff
participate in dll EU colleges und cun put
topics on the ugyendu; the EBA ulso hus u
mediation role where participating nationul
supervisors ure not uble to uyree on u

common ussessment or reuch d joint decision.

In addition, the oversight tusks include
assessments by the EBA of the vulnherabilities
of the EU bunking sector us u whole, in which
context the EBA hus u more udvaunced
spectrum of tools uvuiluble than CEBS hud.

4.5

Operational and IT tasks

The EBA’s operutionul tusks include ull tusks
necessury to function us un EU uyency. A
speciul emphusis here needs to be put on
the development of udeyuute IT systems.
Given the hew institutionul set-up of the EU
supervisory urchitecture, there is u regulur
informution exchunye between the EBA und
the ESRB. To fucilitute such a data-exchange
und with a view to the regular informution
exchunye between the nutionul authorities
und the EBA for its owh informution needs, ut
the beyinnhing of 2010 u project wus started
to develop un inferconnected und secure

IT platform that would be uble to receive
reporting duta ubout individuul banks from
the nationul supervisory uuthorities, store

this dutd in un EU-wide dutu warehouse

und produce, onh u regulur busis, supervisory
reports, including key risk indicutors us the
components for a risk dushboard on individuudl
banks. This project wus co-finunced by the
Europeun Commission. The IT project sturted

in Junuury 2010 with u feusibility study which
wus undertuken by un externul consultuncy
firm. The outcome wus that a solution
involving one of the national supervisory
authorities operating us u service provider to
CEBS und luter the EBA wus the optimul way
forward.

After u subseyuent selection process that
wus cdrried out in the first half of 2010, the
Bunyue de Frunce wus selected us the
service provider. The systems development
sturted in Mid 2010. The first subsystems have
been delivered und ure in operation. Other
subsystems will be delivered in phuses in the
course of 2011 und 2012.

Besides the development of u reporting
system und dutu warehouse, u secure e-muil
environment wus ulso creuted und un IT
colluborution tool developed for use by
colleyes of supervisors. As of mid 2011, un
EU-wide computerised finunciul information
reyister is under development. The objective
is to deliver un EU-wide list of dll financial
institutions in Europe that have been licehsed
by nationul supervisory authorities, to be
published periodicully by the EBA.

4.6
Human resource planning

As soon us the leyislutive texts with the future
tasks were sufficiently stuble, a detuiled
anhalysis wus mude by CEBS of the hew tasks
of the EBA und the umount of personnel
hecessdry to perform them. An initial analysis
showed that ubout 120 full-time equivalents
(FTE) would be necessuary in 2013,
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In uccordunce with the provisions of the

EBA Reguldation, the busic approuch in

the chanhye-over of personnel to the new
orgunisation wus that CEBS staff could
continue us EBA stuff if they wished and
provided they met certuin legul und more
formal requirements us laid down in the

EU Stuff Reyulutions. Conseyuently, every
individuual wus mapped from his or her CEBS
function to un equivulent EBA function. When
the EBA wuas estublished, ulmost all CEBS
staff took up the option to continue under
un EBA contract, As u conseyuence, the EBA
wdus uble to start work on 1 Junhuary 2011 with
ubout 30 FTE.

It is untficiputed thut the EBA’s workforce will
graduully increuse in line with the increused
number of uctivities envisuyed. The plunnhed
development in 2011-2013 is presented in
churt 4.6.q.,

Chart 4.6.a Development in staff numbers
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4.7
Changes in the governance structure

A lot of prepuratory work ulso took pluce with
respect to the establishment in early 2011 of
the governing bodies of the EBA, us luid dowh
in the EBA Regulation. Special guidunce was
prepured with respect to the uppointment of
members to the EBA Bourd of Supervisors und

the selection processes for the Chuairperson,
the Executive Director und the members of
the EBA Munuyement Bourd by the Bourd of
Supervisors.

The chuir of CEBS, Giovanni Carosio, stepped
dowh us chuir on 31 December 2010. The CEBS
vice-chuair, Thomas Huertas, acted as Chuir of
the orgunisution in transition until the new EBA
Chdirperson wus dppointed und confirmed
by the Europeun Parliument, Andrea Enria
wus elected us the first Chuirperson of the
EBA on 12 Junuary 2011, was confirmed by the
Europeun Purliument on 3 Februury 2011 und
took up his duties on 1 Murch 2011, In uddition,
onh 12 Junhuary 2011, members elected Thomus
Huertus us the alternute to the Chuairperson of
the EBA.

The new EBA Bourd of Supervisors becume
operutionul on 1 Junuary 2011, the dute the
EBA becume effective. Members of the EBA
Bourd ure the heuds of the hationul public
authorities responsible for the supervision

of credit institutions. Compured to CEBS,
this meunt u mMore senior representution of
the authorities ut the tuble. In uddition, the
Europeun Commission, the ECB, the hewly
established ESRB and representatives from
both EIOPA und ESMA becume members of
the EBA Bourd of Supervisors, although without
voting rights. If the competent national
authority is not u centrul bunk, it may briny
in a representutive from the Member Stute’s
central bunk, though that person would

not have voting rights. Representutives of
authorities from EEA member stutes that were
admitted as observers unhder CEBS continue
to purticipute within the EBA structure ds
observers.

The EBA Bourd of Supervisors elected the
members of the Munuygement Board, six in
totul, from umonyst its members.

After 1 Junuary 2011, the CEBS secretury
geherul, Arnoud Vossen, continued us ucting
secretury generdl for the EBA. In uddition,
Olivier Salles from the Europeun Commission



becume interim executive director und
sighutory for the EBA. On 2 Murch 2011, the
election took pluce for the first Executive
Director of the EBA und Adam Farkas wus
elected. He started in office on 16 April 2011,

Besides the planning for these busic
governing bodies, CEBS ulso planned the
chanhge-over of the CEBS working groups into
an EBA working group structure. The objective
here wads to continue operutions that started
in 2010 under CEBS und were due to end
unhder the EBA umbrelld, but also to develop d
more streumlined orgunisution to uddress the
large number of deliverubles expected from
the EBA, muny of which will depend on the
combined efforts of EBA stuff and stuff from
the hationdl supervisory authorities, workiny
together viu stunding committees und
working groups. Principles were developed
for the effective operution of these yroups,

us well us mundutes for their uctivities and
detuiled work plauns. The member orgunisution
chunye-over wus completed in the course of
the first quurter of 2011.

4.8
Budgeting

During 2010, discussions took place with

the Europeun Commission on the budyet
necessury for the EBA. Based upon the

tasks us envisuyed in the originul Europeun
Commission proposul for un EBA Regulution in
2010, preliminary draft budygets had already
been drafted by the Europeun Commission
toyether with CEBS in 2010 for the first

three yeuars of operution of the EBA. In the
finul neyotiutions between the Europeun
Commission, the Europeun Council und the
Europeaun Parliument, a humber of extra tasks
for the EBA were uyreed upon thut required
uamendment of the druft budyets.

The budyet for the EBA, the Europeun
Commission’s share of which forms part of
the budyet of the Europeun Commission ds
u whole, wus finully upproved ut the end of

December 2010, just u few duys before the ¢'

new orgunisution becume operutionul. As

u cohseyuence, CEBS und the Europeun
Commission stuff aulso developed contingency
meusures for finuncing the costs of the EBA in
cuse the budyet wus hot uccepted. These did
not heed to be uctivuted, however, thanks to
the last-minute approval of the EU Budyet by
the Member Stutes.

Overview of the budyet development 2011-
2013 is given in chart 4.8.q.,

Chart 4.8.a Development of the EBA budget
(in thousands of euro)
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CEBS ulso secured the finuncing of the EBA
budyet, bused upon the requirements us
luid down in the EBA Reyulution. The EBA is
funded from obligatory conftributions from
the nutionul public authorities, subsidies from
the Europeun Commission und/or any fees
puid by the industry to the Authority in the
cuses specified in the relevant instruments

of EU Luw. Given the ubsence of such u
specificution in luw, in practice, only the

first two types of funding ure avuiluble, und
so for the initiul operutions of the EBA it wus
agreed that Member States would fund 60%
of the budget und the Europeun Commission
40%. Members were invoiced in December
2010 und the Europeun Commission releused
its contribution by the time the EBA sturted
operutions.
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4.9
Closure of CEBS Secretariat Ltd

The Reyulution estublishing the EBA dlso
indicutes thut *...the hew Authority shall be
conhsidered the legul successor of CEBS ...
aund that us of 1 January 2011 °... dll ussets
und liubilities und dll pendiny operutions
of CEBS shull be automuaticually transferred
to the Authority ...". In a legul udvice, it waus
confirmed thut these provisions in the EBA
Reyulution tuke precedence over Enylish
law, but thut some legal formulities ure still
necessury in the UK to transfer licenses und
registrations, to notify third parties and to strike
off und dissolve CEBS Secreturiut Ltd.

As u conseyuence, CEBS Secretariat Ltd has
remuined in existence ufter the 1 Junuury
2011 to prepure u statement of its closinyg
usset und ligbility position, as indicuted in
the EBA Reyulution. As of 17 June 2011, the
closing uccounts have been approved by its
members.

As u subseyuent step, CEBS Secretariat Ltd will
be struck off the reyister of compunies und
dissolved. This procedure is how under way.
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Appendix 5.2

NMemibers and observers end 2010

Country

Members

Institution

Representative

Austria Finanzmarktaufsicht (Financial Market Authority) Helmut Et1l
Oesterreichische Nutionulbunk (Centraul Bunk of Andreus Itther
the Republic of Austriu)

Belgium Commission Bancuaire, Finunciere et des Rudi Bonte
Assurunces (Bunkiny, Finunce & Insurunce
Commission)

Bunyue Nationule de Belgique (Nationul Bunk of Jo Swyhgedouw
Belyium)
Bulgaria Bwrirapcka HapoaHa 6aHka (Bulgurian Nutionul Bunk) Rumenhn Simeonhov
Cyprus Kevtpikn Tpanega TG Kunpou (Centrul Bunk of Cyprus) Costus S. Poullis

Czech Republic

Cesku Nurodni Bunku (Czech National Bank)

David Rozumek

Denmark Finanstilsynet (Danish Financial Supervisory Flemming Nytoft Rusmussen
Authority)
Dunmurks Nationulbaunk (Nutional Bunk of Jens Lunduyer
Denmurk)
Estonia Finantsinspektsioon (Financial Supervision Andres Kurgpold
Authority)
Eesti Pank (Estonian Bank) Jauk Tors
Finland Finanssivalvontu (Finnish Financial Supervisory Jukka Vesalu
Authority)
Suomen Pankki (Bunk of Finland ) Kimmo Viroldinen
France Bunyue de Frunce (Bunk of Frunce) Cyril Roux
Didier Elbaum
Germany Bundesunstalt fur Finanzdienstleistungsuufsicht Thomuaus Schmitz-Lippert
(Federdl Finuncial Supervisory Authority)
Deutsche Bundesbunk (Centrul Bunk of the Federul | Erich Loeper
Republic of Germany)
Greece Tpanela Tng EAAGSOG (Bunk of Greece) lounnis Gousios
Hungary Pénzlyyi Szervezetek Allumi Feltigyelete Karoly Szusz
(Hunguariun Financiul Supervisory Authority)
Magyar Nemzeti Bunk (Central Bunk of Hunygary) Julia Kiraly
Ireland Central Bunk und Finunciul Services Authority of Jonuthan McMuhon
Irelund
Italy Buncu d’ltalia (Bunk of Ituly) Giovanni Carosio
Latvia Finansu un Kapitula Tirgus Komisiju (Finuncial und Junis Placis
Cupital Market Commission)
Latvijas Banka (Bunk of Latvid) Vita Pilsumu
Lithuania Lietuvos Bunkus (Bunk of Lithuuniu) Filomenu Juseviciene




Country

Institution

Representative

Luxembourg Commission de Surveilluhce du Secteur Finuncier Claude Simon
(Commission for the Supervision of Finuncial
Sector)
Bunyue Centrule du Luxemboury (Centraul Bunk of | Norbert Goffinet
Luxemboury)

Malta Maltau Finunciul Services Authority Kurol Gubuarrettu

Centrul Bunk of Multu

Anthony Cortis

Netherlands

De Nederlundsche Bunk (Nutionul Bunk of the
Netherlunds)

Henk Brouwer

Anthony Kruizingu

Poland Komisju Nudzoru Finuhsowego (Polish Finunciul Stanislaw Kluzu
Supervision Authority)
Nuarodowy Bunk Polski (National Bank of Poland) Andrzej Reich
Portugal Banco de Portuygul (Bunk of Portuygul) Pedro Duurte Neves
Adelaide Cavuleiro
Romania Bauncu Nu?ionul? u Romdaniei (Nutionul Bank of Adriun Cosmescu
Romania)
Slovakia Narodnu Banhka Slovehsku (Nationul Bank of Viadimir Dvoracek
Slovukiu)
Slovenia Bunku Slovenije (Bunk of Sloveniu) Matej Krumberger
Spain Bunco de Espuhu (Bunk of Spuin) Jose Muaria Roldan
Fernundo Vurgus
Sweden Finansinspektionen (Swedish Finunciul Supervisory | Uldis Cerps
Authority)
Sveriges Riksbank (Central Bank of Swedenh) Gorun Lind
UK Financiul Services Authority Thomus Huertas
Bank of Englund Victoria Suportu
EU Europeun Central Bunk Mauro Grunde

Observers
Iceland

Fidrmdlaeftirlitid (Financial Supervisory Authority)

Jonus Fr. Jonsson

Sedlubunki Islunds (Centrul Bunk of Icelund)

Jonus Thordurson

Liechtenstein

Finanzmuarktaufsicht Liechtenstein (Finunciul
Muarket Authority)

Rolf Brigyemunn

Norway Finanstilsynet (Financial Supervisory Authority of Bjorn Skoystad Aumo
Norwuay)
Noryges Bunk (Centrul Bunk of Norwuy) Sindre Weme

EU Europeun Commission Mario Nava

Bunking Supervision Committee

Peter Pruet
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Appendix 5.3
CEBS organisation 2010

CEBS took up its duties on 1 Junuury 2004,
serving us un independent body for reflection,
debute und advice to the Commission und
confributing fo the common and unhiform
implementution of Community leyislution

und its consistent upplication by supervisory
authorities in the field of banking regulation
und supervision.

CEBS ucted by its plenury composed of

high level representutives from the bunkiny
supervisory uuthorities und central banks of
the Eurojpeun Union. This plenary function is
supported by the CEBS Bureuu consisting of
the Chairmun und Vice Chuir, us well us four
other CEBS members. The more specific role of
the Bureuu is to prepure und discuss mutters
of struteyic importunce und uygendu topics
for the CEBS meetings und to provide udvice
und to ussist the Chuir und the Committee in
budyetury und uadministrative mutters.

In 2010, Mr Giovanni Carosio from the Bank

of Ituly continued to act us Chairman of
CEBS. Mr Thomas Huertas from the UK FSA
continued as Vice Chuir of CEBS. The other
members of the CEBS Bureuu were Mr Thomas

Schmitz-Lippert from the Germaun Federal
Finunciul Supervisory Authority (Bufin), Mr
Fernando Vargas from the Bunk of Spuin, Mr
Henk Brouwer from the Centrul Bunk of the
Netherlands und Mr Pavel Ferianc from the
Nutional Bank of Slovukia.,

The operational and administrative support
for the work of CEBS is provided by u London-
bused Secreturiat, whose stuff come from
member und / or observer uuthorities. The
Secretariut is orgunised us CEBS Secretariat
Ltd, u compuny limited by guuruntee under
English law. The Secretariut’s main tusks
include coordinution of CEBS” work streums,
workinyg groups und punels, prepuration und
coordinution of minutes, workingy documents
und consultation pupers und support to the
Chdirmun in his public relutions uctivities und
representutionul functions.

Mr Arnoud Vossen from the Centrul Bunk of
the Netherlands contfinued in 2010 us Secretary
Generul of CEBS Secreturiut Ltd. Mr Piers
Haben was auppointed us deputy secretary
genherul, succeedinyg Mr Patrick Amis.




Appendix 5.4

Consulfation and transparency on guidelines 2010

Number Title End of Public Consultation Date of current
Consultation Period document
CPO1 Public stutement of Suturday, July 31,2004 | 3 months Tuesduy, April 29, 2008
(unld CPOI1 consultution pructices Tuesday, June 19,2007 | 3 months
revised)
CP02 Guidelines on outsourcing Suturday, July 31,2004 | 3 months Thursday, December 14, 2006
g Gz Thursday, July 06, 2006 | 3 months
revised)
CPO03 Guidelines in Application of Tuesduy, August 31, 3 months Wedhnesduy, Junuury 25, 2006
(und CP0O3 | the Supervisory Review Process 2004
revised) under Pillar 2 Friday, October 21, 4 months
2005
CP04 Guidelines on Common Saturday, April 30, 2005 | 3 months Wednesduy, Junuury 06, 2010
(un.d (cijI;OA reporting (COREP) Wednesday, 4 months
revise December 19, 2007
CP05 Supervisory Disclosure Friday, June 24, 2005 3 months Tuesduy, November 01, 2005
Framework
CP06 Financial Reporting Framework Friday, July 08, 2005 3 months Tuesduy, December 15, 2009
(@nd CPOS | (FINREP) Sunday, May 20,2007 | 1 month
revised und
revised?2) Wednesday, Juhe 10, 3 months
2009
CPO7 External Credit Assessment Friduy, September 30, | 3 months Friday, Junuary 20, 2006
Institutions (ECAI) Recoynition 2005
CP08 The role und tasks of CEBS Friday, October 28, 3 months Friday, October 28, 2005
2005
CP09 Cooperution between Tuesduy, November 08, | 4 months Wednesduy, Junuury 25, 2006
cohsolidation und host 2005
supervisors
CP10 Model Vulidution und Approvul | Sunduy, October 30, 3.5 months Tuesduy, April 04, 2006
(und CP10 2005
[evised) Thursduy, Februury 16, | 1 month
2006
CP11 (@ und | u) Concentrution Risk and Friday, June 23, 2006 3 months 14 December 2006
b) b) Interest Rute Risk in the 3 October 2006
Bunkiny Book (IRRBB) under
Supervisory Review Process
CP12 Stress testing under the Saturday, September 3 months Thursday, December 14, 2006
Supervisory Review Process 30, 2006
CP13 Establishment of a mediation Tuesday, June 19,2007 | 3 months Tuesduay, September 25, 2007
mechanism
CP14 CEBS udvice to the Europeun Wednesduy, August 2 months Tuesduy, November 06, 2007
Commission on lurge exposures 15, 2007
— first part
CP15 Risks arising from commodity Friday, July 27, 2007 6 weeks Wednesduy, October 10,
business und from firms carrying 2007
out commodities uctivities
CP16 CEBS technicul udvice to the Tuesduy, Junuury 15, 11 weeks Thursday, April 03, 2008

Europeun Commission on largye
exposures — second purt

2008
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Number

Title

End of Public

Consultation

Consultation
Period

Date of current
document

CP17 Common EU definition of Tier 1 Friday, February 22, 10 weeks Thursday, April 03, 2008
hybrids 2008

CP18 CEBS technicul udvice to the Friduy, August 15,2008 | 3 months Friduy, October 17, 2008
Europeun Commission on
options und nutional discretions

CP19 CEBS technicul udvice to the Friday, August 01, 2008 | 6 weeks Thursday, September 18, 2008
Europeun Commission on
liguidity risk munuygement
(second purt)

CP20 Technicul uspects of Friduy, October 31, 4 months TBA
diversification under Pillar 2 2008

CP21 Compendium of Supplementary | Tuesduy, Murch 31, 3 months Tuesduy, September 08, 2009
Guidelines on implementution 2009
issues of operational risk

CP22 Pussport Notificutions Monduy, May 11,2009 | 3 months Thursday, August 27, 2009

CP23 High-level principles for Friday, April 03, 2009 T month Monday, April 20, 2009
Remunerution Policies

CP24 High-level principles for risk Friday, July 10, 2009 3 months Tuesduy, February 16, 2010
manhuyement

CP25 Guidelines on operational risk Thursday, July 09,2009 | 3 months Tuesduy, December 22, 2009
mitigation techniques

CP26 Implementution guidelines on Friduy, September 11, 3 months Friduy, December 11, 2009
the revised lurge exposures 2009
regime
Guidelines on common
reporting of large exposures
regime

CP27 Implementution guidelines on Wednesday, 3 months Thursday, December 10, 2009
hybrid capital instruments September 23, 2009

CP28 Guidelines on liguidity buffers Saturduay, October 31, | 4 months Wednesduy, December 09,

2009 2009

CP29 Extension of CEBS supervisory Friduy, October 16, 1 month Thursday, Januury 28, 2010
disclosure frumework 2009

CP30 Disclosure guidelines reflecting Friday, Junuary 15, 3 months Monday, April 26, 2010
the lessons leurnt from the 2010
financial crisis

CP31 Guidelines on concentrution risk | Wednesduy, Murch 31, | 3 months Thursday, September 02, 2010

2010

CP32 Revised Guidelines on stress Wednesduy, Murch 31, | 3 months Thursday, August 26, 2010
testiny 2010

CP33 Implementution guidelines on Wednesduy, Murch 31, | 3 months Monduy, Juhe 14, 2010
instruments referred to in Article | 2010
57(u) of the CRD

CP34 Guidelines for the operutional Wednesduy, March 31, | 3 months Tuesduy, June 15, 2010
functioning of colleyes 2010

CP35 Guidelines on the Wednesduy, March 31, | 3 months Tuesduy, October 12, 2010
munuygement of 2010
operdationul risk in market-related
activities

CP36 Guidelines on liquidity cost ben- | Thursday, June 10, 2010 | 3 months Wednesduy, October 27, 2010

efit allocution




Title

End of Public
Consultation

Consultation

Period

Date of current
document

CP37 Revised yuidelines on the recoy- | Friday, April 09, 2010 1 month Tuesduy, November 30, 2010
nition of ECAls
CP38 Implementution Thursday, Muay 06, 2010 | 2 months Wedhnesduy, July 28, 2010 v
guidelines on Article 106(2) () 1l
and (d) of 07
Directive 2006/48/EC recust
CP39 Guidelines on joint Friday, July 09, 2010 3 months Wednesduy, December 22,
assessment and joint decision 2010
reyurding the cupitul udequaucy
of cross border groups
CP40 Guidelines on the Friduy, October 01, 3 months Friduy, December 31, 2010
application of Article 122u of the | 2010
Cuapitdl
Reyuirements Directive (CRD)
CP41 Guidelines on revised Article 3 of | Friday, August 27,2010 | 6 weeks Friduy, December 31, 2010
the Directive 2006/48/EC
CP42 Guidelines on Remunerution Monday, November 1 month Friday, December 10, 2010
Policies und Pructices 08,2010
CP43 Advice to the Europeun Com- Suturduy, November 1 month Friduy, December 17, 2010
mission on the hon-eligibility of 13,2010
entities produciny only credit
scores for ECAl recoynition
CP44 Guidebook on Internal Govern- Friday, Junuary 14, 2011 | 3 months TBA
ance
CP45 Guidelines on AMA chunhyes Tuesduy, Murch 15, 3 months TBA
2011
CP46 Guidelines on the collection of Friday, September 02, 5 weeks TBA
bunk remuneration dutu 2011
CP47 Guidelines on remuneration Friduy, September 02, | 5 weeks TBA

dutu collection exercise regurd-
iny high eurners

201
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Appendix 5.5
Work programme 2011

We hereby outline the work plun for the
Europeun Banking Authority (EBA) in 2011.

As of 2011, the EBA will prioritise its work
according to the requirements in the
Reyulution estublishiny the EBA und the
requirements laid down in the sectordl
directives. Important own initiative work,
especiully work alreuady started before 2010,
will also be prioritised for 2011,

The EBA tusks are presented, linked to the
muin orgunisutionul clusters of the EBA, which
are Reygulation, Oversight and

Operutions.

Besides the more regular tasks of the EBA,
especidlly in 2011, a humber of uctivities will
need to be undertuken in ureus which ure
new. In this context, the work proyram udlso
covers the followinyg topics:

d. The reyuirement to produce technicul
standards und yuidelines, including in
relation to e-money und puyment
services.

b. The reyuirement to produce d risk
dushbourd, risk ussessments and
undertuke stress testing us well us
perform effective Collegye oversight.

c. The reyuirement for the EBA to have
regurd to consumer protection aund
to issue warnings and/or temporarily
prohibit or restrict certain financidl
uctivities.

d. The reyuirement to leud in promoting
franspurency, simplicity and fairness in the
maurket for consumer finunciul products.

e. The reyuirement to tuke decisions
towards individudl institutions in specific
cuses of breuch of EU law, settlement
of disugreements and emergency
situations.

f. Dutu collection, cenfrulised informution
storage aund enhanced legul powers.
d. Crisis munugement cupucity.
In 2010, the highest priority given to CEBS’
activities wus in relution to the regulutory und
supervisory conseyuences of the crisis, to
CEBS’ deliverubles connected to chunhyes in
Busel Il and the CRD und to the work, linked
to chunyes in the institutionul supervisory ur-
rahgements from CEBS to the EBA by the end
of 2010. Some of these deliverubles continue
in 2011 but hew priorities will be driven by the
EBA Regulation.

Below the key outputs expected for the EBA
dre summarised.

2011 Prioritisation

The topics the EBA will need to work on

in 2011 ure prioritised bused on the
Regulution that came into force on 1/1/2011.
This work plan continues the

prioritisution scheme used previously in plun-
ning und executing its activities but cleurly
dligns itself to the expectutions as set out in
the Reyulution. To this end, u distinction is
mude between the followiny priorities:

e Priority 1: these uctivities ure key und heed
to be delivered within the ugreed upon
fime schedule. Normually they dure based on
externully provided mandutes or are con-
finuutions of deliverables started in 2010.
Resources will firstly be dllocuted to these
priority 1T uctivities.

e Priority 2: these uctivities dare important for
the EBA to deliver but could to some extent
be postponed, if hecessury.

e Priority 3: these uctivities will only be
uhdertaken in as far they do hot conflict
with the resources needed for priority 1
and 2 uctivities.



Given the changing developments in the
financial markets, priorities can be chunyed
in the course of the yeuar, Also hote that the
priorities ussigned cleurly refer to deliverubles
expected in 2011. For exumple, some hew
tasks will be in the development phase in 2011
but will grow in importance gyoiny forward.

Priority |

Priority | tasks have been identified according
to the busis ubove, muny of which ure
externully driven und which results in u laurge
number of priority ones.

Key priority one tasks

To ussist in focusing the resources of the EBA
staff on those dreus that will require specific
attention in 2011, the following three key areas
have been identified thut relute to the three
clusters for the EBA Bourd of supervisors to
uyree us ubsolutely top priority for the EBA in
2011, notwithstanding the more detdiled list of
priority 1 issues ulso covered in this section.

e The Regulution cluster will focus primarily
on settiny dll the relevaunt work streums
in pluce to ensure the effective
implementation of CRD IV. This will include
u vdriety of work streums such us fechnicul
stundurds for reporting, monitoring und
ussessing the liyuidity regime, and
confributinyg to work on cupitul buffers but
the EBA stuff will focus their resources on
achieving this outcome us the ubsolutely
top priority.

e The Oversight cluster will focus on
developinyg un effective system for
assessing risk in the EU bunking system with
u specific focus on improviny the EBA’s
stress testing programme in 2011, In turn
this will heed to be supported by effective
collection of risk indicutors, und the
production of risk reports but the stress test-
iny progrumme will tuke ubsolute priority.

The Operautions cluster will have to
undertake u ranyge of tusks to ensure the

effective running of the hew orgunisation.

However, us un ubsolute priority it will 0
have u specific focus on ensuring that u Y
centrulised EU bunkinyg dutubuse is put L

in place. This will require munaying the IT

project with the IT provider to ensure the

infrastructure will be put in place und will

ulso be dependent on effective collection

of dutu from EBA members.

Within the context of the ubsolute priorities
identified ubove, the more granulur set of
priorities is detuiled below.

Regulation cluster

Technicul Stundurds reluted to the CRD.

In 2011 work will have to be initiated on the
review of u substuntial number of existing
guidelines thut will heed o be trunsformed
into Technicul Stundards (TS) by 1 Junuury
2014, aus mundated by the Omnibus
Directive and the proposals in CRDIV.
These include: on hybrids instruments;
securitisution retention clauses; some
uspects of the Lurye Exposures regyime;
ECAI ussessment; uniform formuts and
frequencies for liguidity risk reporting,
including IT solutfions; the joint decision
process for the identificution of liquidity
subyroups; the specificution of
reyuirements for the LCR; criteriu to
determine the uppropriate rutios between
fixed and the variable remunerution;
specificution of the clusses of instruments
eligible as part of variable remuneration,
Also for u number of hew dreus, e.y. linked
tfo the implementution of Busel Ill, the EBA
will have to develop TS. For this set of TS it is
essential that the work is planned from 2011
to 2014 und that for a hnumber of these
deliverubles the work starts ulready in 2011
to dllow for the hecessury time for its
development und udoption by the EU
institutions.
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CRD yuidelines. The EBA will ulso tuke over
from CEBS the current work on severul sets
of guidelines us mundauted in the CRD
review lll which dure required by the end

of 2011 (e.y. on specific uspects of the
trading book) und expects to receive
mandutes in the context of the CRD
review IV to implement Basel ll.

Remunerution. Follow up work reluted to
the implementation of CRD Il and to the
publicution of guidelines onh remunerution,
In addition, the EBA will heed to tuckle
the issue of developiny reporting und
benchmurking criteriu,

Policy analysis & coordinution. As a
priority, the EBA will establish its position
und role vis u vis the EBC, FSC, EFC, EU
Commission, EU Purliument und ESRB und
will undertuke the effective prepuration
of its munuygement bourd und Board of
Supervisors meetinys.

Joint Committee work under un EBA chuir,
The ESA Reguldtion requires u sepurute
und dedicuted secreturiat for the Joint
Committee of the ESAs. Within the EBA, this
secreturiat will be within Regulution. Bused
upon the rotutionul scheme for chuiriny
the Joint Committee, the EBA chdirperson
will be chuiring the Joint Committee for

its first yeur of operutions. As such, this
chuirperson will ulso be the second vice-
chuirperson of the ESRB. On substunce, the
Joint Committee will heed fo commence
work oh some of the Omnibus proposuls
for the cross sector directives, us a priority.
In purticular, in relation to the Finunciul
Conyglomerates Directive (FCD), both the
Omhibus Directive and the EC’s revisions
for the FCD will require the Joint
Committee to muintain and publish a List
of Finunciul conglomerates und their
Coordinators. Also the ESAs will undertake
their coordinuted risk ussessment exercise
and will produce u number of regular
reports (e.g. on hoh-cooperutive
jurisdictions).

Oversight cluster

Technicul Standards in reporting
frumeworks. One of the top priorities for
the EBA in 2011 is its work on reporting
frameworks. This entuils hot only the
continuution of the revision of the COREP
und FINREP but ulso (und foremost) the
Regulution requires that the EBA develops
Technicul Standards (TS). In 2011 many
resources will be put onto the revision
necessituted us u result of CRD IV , und
ESRB/EBA datu heeds. In preparation for
the implementation of CRD IV, CEBS/EBA
hus starting working on a uniform liquidity
reporting frumework, which will read over
to 2011 und 2012. As reyurds FINREP,
chunyes due to IFRS umendments (in
particular those arising from IFRS 9 und
IAS 1) will have to be incorporuted ds
sooh ds possible in order to ullow for un
implementation of the revised reporting
us of early 2013

Risk dushbourd. The Reygulution requires
the EBA to develop u Risk Dushbodurd to
identify und medusure systemic risk
including, but not limited to, work with the
ESRB on systemic risk meusures.

Risk ussessments. The Reyulution requires
the EBA to, ut leust on un annhudl busis,
provide risk ussessments to the Europeun
Purliument, the Council, the Commission
and the ESRB of trends, potential risks

und vulnerubilities in the ureu of ifs
competence. The EBA will build on existing
risk assessments und work with the other
ESAs und the ESRB to further develop its risk
ussessments. The key steps in this process
are outlined in the work programme.

Stress testing. The regulation spells out
severdl requirements in ferms of stress
tfesting which will meun that EU wide stress
testing will be mundutory for the EBA, due
mid 201T.

Home host support. The Regulation
requires the EBA to promote und monitor



the effective fuhctioniny of Colleges aund
to this end the EBA will muke substuntive
efforts to enhance the functioning of
colleges of supervisors und the EBA
effective oversight of colleye uctivities.
This will be largely uchieved by meuns of
following up und monitoring by the EBA
staff of the implementution of colleye
reluted guidelines issued in 2010
(Guidelines for operutionul functioning
of colleges und JRAD yuidelines).

Operations cluster

To unhdertuke the range of substuntive issues
outlined in this hote, there ure u ranye of
procedurul issues which heed to be
addressed in 2011. These include but are not
limited to:

Transitionul set up und governunce. The
first yeur will be focused on defininyg the
EBAs role on the hew tusks und on ussuriny
that the new yovernance structure
operutes well,

Staffing. Ensuring that the executive teaum
und the core stuffing complement is built
up will be d priority in 2011,

Budgyeting. The fransfer to the
Commissions’ budyeting procedure is u
sighificant task aund involves new
auccounting stuff ut the EBA us well us
instullution of u hew uccountiny system,
ABAC.

Training. The EBA hus developed u traininy
programme for 2011 focusing on its
members which will receive priority in 2011,

IT. The EBA hus dulreudy set in frain an
ohyoiny work progrumme to implement its
new IT system, which will receive priority in
2011.

Procurement processes. Procurement
processes ure beiny set in truin for severaul
importunt expenditures, notubly in the
EBA’s planniny for future premises, which
will ubsorb significunt resources in 2011.

Leyul. The EBA will need to develop
cupucity to fulfil its hew legul powers,
including respondinyg to potentiul
breuches of EU luw, but dlso in terms of
its owh compliunce with EU Commission
rules etc.

Priority Il Issues

Regulation cluster

CRD implementation. The EBA will continue
to work on guidelines for the harmonised
implementation of the current CRD dcross
Member States (e.y. oh specific uspects
of the Lurge Exposures regime, und
Operational Risk munugement) and the
respective implementution studies.
However, us the prepuration of these
guidelines is dohe under CEBS/EBA owh
initiative u lower priority cun be ussiyned
und work cun be initiuted ut u luter time,
dependiny on the uvuiluble resources.

Anti Money Laundering. In respect to cross
sector work on Anti Money Launderinyg
some yood pructices/guidelines in relution
to the 3rd Monhey Luundering Directive
(3rd MLD) will be developed. Some cross
sectorul proposuls in the Omnibus sugyest
that the ESAs "may” propose Technical
Standards on 3rd Country Equivulence for
the 3rd MLD could be ussighed u lower
priority and d longer fraume to be ussessed,
und where uppropriute, developed.

Financial Conyglomerutes Directive. Some
cross sectoral proposals in the OMnibus
suyyest that the ESAs "muy” propose
guidelines und "muy” develop Technicul
Stunduards in the Finunciul Conyglomer-
utes Directive (FCD). Further the proposed
revisions to the FCD, FICOD]1 scheduled for
adoyption in 2012, dlso include proposuls for
the ESAs to develop yuidelines, i.e. on
colleyes, Pillur 2 for finunciul conglomerates.
In 2011, the EC dlso intends to usk severdal
Culls for Advice to the Joint Committee

of the ESAs in respect o its fundumentul
review of the FCD.

)
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Further development of fechnicul unhexes
to the guidelines on infterest rate risk in the
bunking book will continue in 201T.

Monitoring of accountinyg standard-setting
processes will remuin important for the EBA
reflecting its interaction with the work on
reporting.

Transpurency ussessments (in particular
Pillar 3). The EBA will reussess bunks Pillar 3
disclosures bused on the 2010 report.

Consumer protection

New initiutives ure beiny plunned/
conhsidered in this areu, which might
potentidlly involve the EBA or ussign tasks
to it, such us the expected proposul for u
Directive onh Responsible Mortgyuye
Lending und Borrowinyg (due in February
2011) und un expected leyislutive initiative
oh uccess to u busic bunk payment
accouhnt (due in the early part of 2011).
Also, the Joint Committee will also have
to carry follow up work to the 3L3
Committee work on Packayged Retuil
Investment Products (PRIPs).

Oversight cluster

Reyulutions on Pillur 3 und supervisory
disclosure will be priority Il in 2011 us
planning starts for the development of
standards.

Follow up colleye work. Whilst monitoring
is priority work, additional supporting
meusures will be priority Il in 2011, This
includes the development of collaborution
tool for colleges to fucilitute and monitor
effective colleye functioninyg us well us
prepuratory work for TS due in 2014,

Priority lll Issues

Regulations cluster

Implementation studies will generdlly be
prioritised us Il

Pauyments systems/e-mohney. The EBA will
beyin to investigute ways in which it can

fulfil the requirements in the regulation
regurding its responsibility for payments
systems und e-money initiatives but it is
unlikely there will be specific deliverubles
from this work in 2011,

Other TS. The development of u

significant number of TS onh other (and very
offen hew) fopics (e.y. on uuthorisution
requirements, model validation) could dlso
commence at u later stuyge given that
their development it is hot u requirement
of the Omnibus Directive und ho concrete
deudline is provided.

Guidelines on business und strateyic risk.
Areus where the EBA is hot required to
undertake work include business und
strategic risk und will be priority Il in 2011,

Consumer protection. Further initiatives
are beiny planned by the EC in the dreu
of consumer protection in relution to
bunkiny, on which the EBA might be usked
to provide udvice/views or be ussighed
other tasks. These initiatives include the
l[aunhching of u self-regulutory regime in the
areu of frunspurency und compurubility
of bunk fees und the EC didulogue with the
various stukeholders on tying und/or mixed
bundling of financial products.

Oversight cluster

Formul gyuidelines on supervisory sfress
testing huve been postponed for now but
will be held under review in 2011,



Appendix 5.6
Financial statements

Revenue and Expenses Year to 31 December 2010 Year to 31 December 2009
£°000 £°000

Revenues

Contributions from members 3.453 2,754
Other income 57 154
Action Grant 881 89
Interest 13 17
Total Revenue 4,404 3,014
Secondment fees 1,833 1,360
Project expenses 665 89
Premises 686 545
Professional fees 83 69
Communication costs 77 66
Depreciation 184 174
Computer and IT development 78 78
Travel 207 152
Salaries and employee benefits 362 145
Meetings 81 49
Office supplies 32 27
Miscellaneous 58 34
Total expenses 4,346 2,788
Excess of revenues over expenses before taxes 58 226

Members confributions were used duriny the period to fund the expenses ubove und to puy for the followiny
fixed ussets:

Improvements to premises 207 38

The ubove is u summary of information derived from the compuny’s annudl accounts und are hot the
compuny’s stututory accounts. The statutory accounts for the year ended 31 December 2010 have
been delivered o the Reyistrar of Compunies und received un audit report which was

unyudlified und did not contuin statements under $s498(2) und (3) of the Compunies Act 2006.

As reyuired by Compuny Law in Greut Brituin the following stutement is required:

Finaunciul Stutement of CEBS Secretariat Ltd.

¥
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Appendix 5.7
List of abbreviations

3L3 or Level-3

AMA

AMLTF

BCBS

BIA

BSC

ccCp

CEBS

CEIOPS

CESR

COREP

CRD

CRD Il

Three “Level-3 Committees” or
“Lamfalussy Committees” (CESR, CEBS
and CEIOPS)

Advunced Meusurement Approuch

Anti Money Laundering Tusk Force

Busel Committee on Bunkiny
Supervision

Busic Indicutor Approuch

Bunkinyg Supervision Committee

Central Counterparty

Committee of Europeun Bunkiny
Supervisors

Committee of Europeun Insurunce und
Occuputionul Pensions Supervisors

Committee of Europeun Securities
Reygulators

Guidelines on Common Reporting

Cuapital Requirements Directive (refers
collectively to both 2006/48/EC und
2006/49/EC)

Commission Directive 2009/111/EC of
the Europeun Parliument und of the
Council of 16 September 2009
umending Directives 2006/48/EC,
2006/49/EC und 2007/64/EC us regurds
bunks uffiliuted to central institutions,
certuin own funds items, lurge
exposures, supervisory drrangements
und crisis munugement

CRD 1l

CRD IV

DGS

EBA

EC or

Commission

ECOFIN

EEA

EFC

EFC-FST

EGFI

EGPR

Directive of the Europeun Purliument
and of the Council umendiny
Directives 2006/48/EC and 2006/49/
EC us regurds cupitul requirements
for the fradinyg book und for
resecuritisutions, und the supervisory
review of remuherution policies

Proposul for a Directive of the
Europeun Parliument und of the
Council umendiny Directives 2006/
48/EC und 2006/49/EC us regurds
liquidity standurds, definition of
cupital, leverage ratio, counterpuarty
credit risk, counter-cyclical medusures
including through-the-cycle
provisioniny for expected credit
losses, systemicully important
financial institutions und single rule
book in bunkiny

Deposit Guarantee Schemes

Europeun Banking Authority

Europeaun Commission

Economic und Financiul Council

Europeun Economic Areu

Economic und Finunciul Committee

Economic und Financiul Committee —

Finunciul Stubility Tuble

Expert Group on Finunciul Informution

Expert Group on Prudential Regulution



EIOPA

EIOPC

ESAs

ESCB

ESFS

ESMA

ESRB

EU

FASB

FCAG

FCD

FINREP

Europeun Insurunce und
Occuputionul Pensions Authority

Europedun Insurance and
Occuputionul Pensions Committee

Europeun Supervisory Authorities

Europeun System of Centrul Banks

Europeun System of Finunciul
Supervisors

Europeun Securities and Markets
Authority

Europeun Systemic Risk Bourd

Europeun Union

Financial Accounting Standurds Board

Financial Crisis Advisory Group

Financial Conglomerates Directive
(Directive 2002/87/EC of the Europeun
Parliument und of the Council of 16
December 2002 on the supplementary
supervision of credit institutions,
insuraunce undertukings und
investment firms in a finuncial
cohylomerute und umending

Council Directives 73/239/EEC, 79/267/
EEC, 92/49/EEC, 92/96/EEC, 93/6/EEC
and 93/22/EEC, und Directives 98/78/
EC und 2000/12/EC of the Europeun
Parliument and of the Council, OJ L 35
of 11.2.2003)

Stundurdised frumework for
consoliduted finuncial reporting for
credit institutions (Financiul Reporting)

FSB

FSC

GdC

GLO3

GL10

IAIS

IAS

IASB

IASCF

IASs

ICAAP

IEG

IESBA

Finunciul Stubility Bourd

Financial Services Committee

Groupe de Contuct

CEBS yuidelines on the Applicution of
the Supervisory Review Process under
Pillar 2

CEBS Guidelines on the
implementution, validation und
ussessment of Advunced
Meusurement (AMA) und Internul
Ratings Bused (IRB) Approuches

Impact Assessment

Intfernational Associution of Insurunce
Supervisors

Internationul Accounting Standards

Internationul Accounting Standards
Bourd

Intfernationul Accounting Standards
Committee Foundution

Internationul Accounting Standards

Internal Capital Adeyuucy Assessment
Process

Industry Expert Group

International Ethics Stundards Bourd
for Accountunts



§iete

IFRS

IRB

IWCFC

JCFC

Liquidity ID

MiFID

ORTM

Panel

PEPs

PRIPs

RCCP

RP

RSSS

Internationul Financiul Reporting SON
Standurds

Internul Rutings Bused Approuch SREP
Interim Working Committee on TFIC

Financial Conylomerutes

Joint Committee on Finunciul TSA
Conylomerutes

Liguidity Identity Curd UBO

Markets in Financial Instruments UCITS
Directive (Directive 2004/39/EC of
the Europeun Purliument und of the
Council of 21 April 2004 on murkets

in financial instruments umendiny
Council Directives 85/611/EEC und
93/6/EEC und Directive 2000/12/EC of
the Europeun Purliument und of the
Council and repeuling Council
Directive 93/22/EEC, OJ No. L 145 of
30 April 2004

XBRL

Other Risk Transfer Mechuhnisms

CEBS Consultative Punel

Politicully Exposed Persons

Packaged Retuil Investment Products

Recommendations for Central

Counterpurties

Review Punhel

Recommendautions for Securities
Settlement Systems

Sub-group on Operationul Networking

Supervisory Review und Evaluation
Process

Tusk Force on Internul Goverhunce

Stundurdised Approuch

Ultimate Beneficiul Owners

Undertukings for Collective Investment

in Transferable Securities

Extensible Business Reporting
Languuye
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