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Subject matter

AST in combination with other resolution tools

Question

What is the rationale for using the Asset Separation Tool in combination with
other resolution tools?

Background on the

The conditions for applying the tool Asset Separation Tool (AST) include the

question

need to maximise the liquidation proceeds. As the objective of an AST
according to Article 42(3) of Directive 2014/59/EU (BRRD) is to maximise the
value of the assets transferred there seems to be an overlapping between the
conditions for applying the tool and the objective of the tool. While the BRRD
recognises the need to avoid a destruction of value - which is no longer a
resolution objective but remains a constraint that the authority should
consider when pursuing these objectives - we do not believe that the
authorities are obliged to set up an AST to maximise the liquidation proceeds
as the funding that an AST may require could be substantial. More
importantly, we wonder how to distinguish between the AST and the
continuation of the residual entity following a transfer of assets and
liabilities to a third party or a bridge bank. According to Article 37(6) the
liquidation of the residual entity should be done in a reasonable timeframe.
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In accordance with Article 37(5) of Directive 2014/59/EU (BRRD), the asset

separation tool can be used only together with another resolution tool. The
rationale for using the asset separation tool only in combination with other
resolution tools is to prevent an undue competitive advantage for the failing
institution, as explained in Recital (66) BRRD.

Disclaimer:

The answers clarify provisions already contained in the applicable legislation.
They do not extend in any way the rights and obligations deriving from such
legislation nor do they introduce any additional requirements for the
concerned operators and competent authorities. The answers are merely
intended to assist natural or legal persons, including competent authorities
and Union institutions and bodies in clarifying the application or
implementation of the relevant legal provisions. Only the Court of Justice of
the European Union is competent to authoritatively interpret Union law. The
views expressed in the internal Commission Decision cannot prejudge the
position that the European Commission might take before the Union and
national courts.
Link

https://www.eba.europa.eu/single-rule-book-qa/-/qna/view/publicId/2017_311
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