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Standard Chartered response to the European Banking Authority’s (‘EBA’) Consultation Draft 
Implementing Standards on amending Implementation Regulation (EU) No 680/2014 
EBA/CP/2018/13 
 
Dear Sir / Madam,  
 
We appreciate the opportunity to comment on the Consultation Paper EBA/CP/2018/13, Draft Implementing 
Standards amending Implementing Regulation (EU) No 680/2014 with regard to FINREP. 
 
In our letter, we provide responses to the nine questions raised within the consultation paper, including 
specific comments and alternative suggestions.  

Overall, we would like to highlight the following:  

• We strongly disagree with the inclusion of non-financial information within the FINREP reporting 

framework. We highly recommend to the EBA to keep the FINREP reporting framework limited to 

information that is financial in nature, i.e. governed by accounting standards and data that can 

directly be retrieved from financial reporting systems. 

 

• Some of the proposed new templates are extremely granular without any discernible benefit or 

purpose. For instance, the templates on loans and advances subject to the definition of non-

performing and forborne exposures (templates F 23, F 24, F 26, F 47) require a level of detail that 

is very costly to produce for banks. At the same time, the very detailed information provided may 

not necessarily be useful to supervisory authorities which may undermine the benefits and 

proportionality of the new requirements. 

 

• We would prefer the use of consistent terminologies and definitions within and across templates. 

For example, we anticipate challenges in the practical application of the proposed new definition 

of Commercial Real Estate (‘CRE’) as this definition , which is based on the ESRB 

recommendation, differs from the definition used in CRR and COREP. Different definitions in 

different reporting frameworks would also undermine current initiatives aiming at standardisation 

and harmonisation of definitions and data dictionaries. 

We would be pleased to discuss the contents of this letter, and related matters, with you or your 
representatives at your convenience.  

Yours faithfully,  

 

Alan Quaintance 
Head of Technical Accounting  
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Question 1 (on template F 02.00)  

Do respondents agree with the proposed FINREP representation of “Contributions to resolution 
funds and deposit guarantee schemes” as part of “other operating expenses”? If not, which 
representation would you suggest? 

We consider contributions to resolution and deposit guarantee schemes to be transaction costs directly 
attributable to the origination of a deposit per IFRS 9. Such contributions are expenses on a financial 
instrument, not on a tangible or intangible asset.  

Our preferred option is to report such expenses as a standalone item under row 120 “Financial liabilities 
measured at amortised cost” on template 2 [Statement of profit and loss]. 

 

Question 2 (on templates F 13.2.1 and F 13.3.1)  

‘Accumulated negative changes’ tries to capture, in a generic manner and independently from the 
type of collateral, the accumulated decrease in the value of a collateral item obtained, where the 
value of the collateral decreased since it was obtained by the institution (i.e. cases of increases in 
the collateral value are excluded). In this regard, 'accumulated negative changes' captures the net 
impact of changes in market prices, impairments and reversals of impairments, write-offs, 
depreciation and appreciation, change of accounting policies and similar on the carrying amount of 
an individual collateral item, where the difference between the value at initial recognition and 
carrying amount, as influenced by this factors, is negative.  

The comparison between value at initial recognition and the carrying amount at the reference date 
shall be done for each collateral item separately. In order to obtain the aggregate figure that is 
reported in the template, only the negative differences shall be aggregated, while cases of positive 
differences are to be neglected. Is this definition clear? 

The definition itself is clear.  

However, sourcing the information requested from the financial reporting systems is not straightforward and 
would require burdensome instrument-by-instrument assessment. Segregating negative changes in value 
at asset level will be very cost intensive and these costs may not be commensurate with the benefits of 
collecting this information. 

We suggest removing the additional columns for “value at initial recognition” and “accumulated negative 
changes” in template 13 “Collateral and guarantees received” and template 25 “Collateral obtained by taking 
possession and execution processes”. 

Moreover, the instructions for these templates are not clear. Specifically, to what extent rows 030, 040 
[residential and commercial immovable property] and 050 [movable property] differ from row 010 [property, 
plant and equipment (PP&E)]. We recommend moving rows 030, 040 and 050 up under row 010 as subsets 
of PP&E.  
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Question 3 (on several templates, see F 18.00)  

The ESRB recommendation defines CRE as follows:  

‘Commercial real estate’ (CRE) means any income-producing real estate, either existing or under 
development, and excludes (a) social housing; (b) property owned by end-users; (c) buy-to-let 
housing.  

If a property has a mixed CRE and Residential real estate (RRE) use, it should be considered as 
different properties (based for example on the surface areas dedicated to each use) whenever it is 
feasible to make such breakdown; otherwise, the property can be classified according to its 
dominant use.  

‘Commercial real estate (CRE) loan’ means a loan aimed at acquiring a CRE property (or set of CRE 
properties) or secured by a CRE property (or set of CRE properties).  

‘Income-producing real estate’ means all immovable properties with income generated by their rents 
or profits from their sale. Is this definition clear? To which extent is compatible with, for example, 
your internal classification? Which challenges with regard to the practical application of this 
definition do you envisage? 

Overall, the definition is clear. However, we would prefer the use of consistent terminologies and definitions 
within and across templates. 

We anticipate challenges in the practical application as the proposed definition based on the ESRB 
recommendation differs from the definition used in CRR and COREP. The latter definition does not contain 
conditions on “income producing” which might lead to different classifications in certain scenarios. 

For the purposes of CRR, “commercial immovable property” incudes any immovable property that are not 
defined as “residential”.  This definition does not change under current CRR II proposals.  

Residential immovable property is defined as residence which is occupied by the owner or the lessee of the 
residence. Aside from speculative immovable property financing and other types of specialised lending the 
condition of “income producing” does not feature in the CRR definition. This could lead to divergence in the 
classification of loans backed by commercial real estate between COREP and FINREP. We suggest using 
the COREP definition of commercial immovable property to determine CRE loans to provide consistency 
between COREP and FINREP.  

We also note the mixed use of ESRB and COREP definitions in template 13.1 “Breakdown of collateral and 
guarantees by loans and advances other than held for trading”. Rows 036 and 037 use the ESRB definition 
for CRE loans whilst columns 010 and 020 use the COREP definition of residential and commercial 
immovable property. The purpose and use of both definitions on the same reporting lines is unclear and 
confusing. We propose removing rows 036 and 037, CRE loans, from the template.   

Question 4 (on several templates, see F 18.00)  

The ESRB recommendation defines the current loan-to-value ratio as follows:  

‘Current loan-to-value ratio’ (LTV-C) means the sum of all loans or loan tranches secured by the 
borrower on a property at the reporting date relative to the current value of the property;  

‘Current value of the property’ means the value of the property as assessed by an independent 
external or internal appraiser; if such assessment is not available, the current value of the property 
can be estimated using a real estate value index sufficiently granular with respect to geographical 
location and type of property; if such real estate value index is also not available, a real estate price 
index sufficiently granular with respect to geographical location and type of property can be used 
after application of a suitably chosen mark-down to account for the depreciation of the property; Is 
this definition clear? Which challenges with regard to the practical application of this definition do 
you envisage? 

The definition is clear and we do not expect any challenges in applying this definition.  
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Question 5 (on F 40.01, F 40.02)  

The information included in the two group structure templates is currently collected on an annual 
basis. Without prejudice to notification obligations under national laws, a more frequent collection 
(quarterly) would improve the timely reflection and awareness of changes to institutions’ group 
structures. Which benefits and challenges with regard to the compilation and reporting of this 
information on a more frequent basis do you envisage? 

We believe that the cost of quarterly reporting outweighs the benefits it provides to the regulator.  

The template contains large volume of information that is not subject to frequent changes and as mentioned, 
firms are already required to notify local regulators when restructuring, setting up new entities and/or change 
the core activities of their entities.  

We suggest limiting reporting to semi-annual frequency at most, in line with the COREP C 06.01 Group 
Solvency, which similarly breaks down capital requirements by individual entities within the scope of group 
consolidation. In between reporting periods, the EBA could utilise the information obtained by national 
regulators via the notification processes.   

 

Question 6 (on F 44.04, F 48.00)  

Some of the items included in templates F 44.04 and F 48.00 are also collected for the purposes of 
benchmarking in accordance with EBA’s Guideline on the remuneration benchmarking exercise 
(EBA/GL/2014/08). The items requested in FINREP are of high-level nature and full alignment has 
been sought to keep the reporting burden limited. What is your view on the inclusion of this 
information in FINREP? Do you see any inconsistencies between this data and the data collected in 
accordance with the GL on remuneration benchmarking exercise that impact the reporting burden? 

We strongly disagree with the inclusion of non-financial information such as the data collected in accordance 
with the GL on remuneration benchmarking exercise in a framework designed for financial reporting. We 
highly recommend to the EBA to keep the FINREP reporting framework limited to information governed by 
accounting standards and data that can directly be retrieved from financial reporting systems. 

As the EBA has pointed out above, information included in these FINREP templates are already provided 
by banks via the benchmarking exercise annually. Including the same information as part of FINREP will 
deliver no additional information to the regulator while inappropriately mixing different reporting frameworks.  

 

Question 7 (on several templates, see F 23.01 – F 23.03)  

The following templates (templates F 23, F 24, F 26, F 47) request information on loans and advances 
subject to definition of non-performing and forborne exposures (with the exception of loans and 
advances classified as held for sale), in contrast to F 18 and F 19 that cover ‘exposures’ in a broader 
sense, e.g. also debt securities. The rationale behind applying these additional templates to loans 
and advances only is that the majority of exposures in credit institutions’ balance sheets that turned 
non-performing are loans and advances. To have risk based focus to monitor evolution of asset 
quality and to balance reporting burden the templates focus on loans and advances only. Are the 
definitions and instructions on the definition of the scope clear? 

The scope and the instructions to the templates are largely clear. However, we have the following 
observations:  

In templates 25-26: 

• The detailed forbearance measures as described in template 26 row 020-130 do not provide much 

insight into the types of forbearance contractually entered into, a distinction between temporary and 

permanent contractual forbearance may be of more use to stakeholders. Further these measures 

are often grouped together. A net present value (NPV) exercise and the work required to determine 
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these splits would be time consuming and offer little in the way of cost versus benefit for 

stakeholders. Furthermore, the forbearance measures applied to exposures vary and are designed 

to suit each individual situation. It will not always be possible to label them according to the 

prescribed categories. We suggest restricting the types of forbearance measures to broader but 

more meaningful categories, such as changes in contractual terms, whether interest reduction or 

reduction in principal, and another containing exposures with new contractual agreements 

combining several debt contracts into one with economic benefit to the client under credit stress.  

  

• Columns “of which: having been granted forbearance measures during the period” are defined for 

this template as exposures to which forbearance measures have been granted since the end of last 

financial year.  Similarly, in template 25, rows for inflows/outflows during the period are defined as 

collateral obtained since the beginning of the financial year. These are inconsistent with other 

quarterly reporting templates that define “in period” as since the last reporting date. We would 

welcome a consistent approach to terminologies used across the templates to ensure comparability 

and to avoid erroneous reporting. If the intention is to show accumulated balances during a financial 

year, we suggest renaming columns and rows as “in the financial year” instead of “during the 

period”.  

 

• Finally, in template 25.2, the categories in rows 020, 040, 050, 060, 070, properties under 

construction or development, with or without planning permission are extremely detailed, do not 

follow accounting rules and terminologies, and as such not available in any accounting systems. 

Compilation of such information is likely to happen manually with high operational costs to banks. 

It is also unclear what risk it is trying to measure and what purpose such information could serve. 

We suggest removing these reporting lines from the template.  

Template 24: 

• In contrast to templates 25 and 26, the instructions to rows for increases/decreases in write-offs 

during the period does not define what “in period” means. Please clarify if we are to report 

accumulated movement balances since the beginning of the financial year or since the last reporting 

period i.e. since last quarter. Please refer to comment above for templates 25-26.  

 

• Please refer to our answer to question 3 for columns 030, 060 and 070. Terminology used in column 

headings for households is consistent with the CRR “loans collateralised by residential immovable 

property”, whilst for non-financial corporations the template reverts to ESRB “Commercial Real 

Estate (CRE) loans”. We would prefer the use of consistent terminologies and definitions within and 

across templates. A similar observation can be made on template 47.  

Template 23:  

• Columns and rows for breakdown of pre-/in litigation status is not readily available in accounting 

systems. Collecting and mapping the required information to financial data is likely to be a manual 

process and potentially erroneous. The usefulness of pre-litigation status is also unclear. Most 

overdue exposures will attract a series of notifications to clients warning of possible legal 

proceedings without escalating further. It is therefore very difficult to determine what is pre-litigation 

and how this reconciles with past due or non-performing. We suggest removing reporting lines and 

columns with reference to pre-/in litigation. 

 

 

 

 

 



 

 

6 

Question 8 (on F 48.00)  

The information collected in this template is different in nature from the information collected in the 
remainder of FINREP, i.e. it is mostly of non-financial nature. It is valuable as contextual information 
to understand core elements of fixed costs of institutions. Similar information, where applicable 
potentially with regard to a different scope of consolidated entities, is collected, for example, by 
monetary authorities. Which benefits and challenges with regard to the compilation and reporting 
of this information do you envisage? 

Further to what we have pointed out in our response to question 6, that we strongly disagree with the 
inclusion of non-financial information, the instructions to the following reporting lines require additional 
clarification:  

• “Average number of staff at retail branches”: It is not clear whether this means the total number of 

FTEs providing services and involved in transactions for retail customers over the number of retail 

branches reported in row 050 as at reporting date, or, the sum of average number of FTEs working 

over the reporting year in retail branches. 

 

• “Number of online accounts”: Further guidance would be helpful whether this means any customer 

accounts accessible via the internet, or, whether this is limited to accounts that can only be accessed 

via online platforms with no physical presence.  

 

Question 9  

Are the scope of application of the revised reporting requirements as set out in the draft ITS above, 
the reporting templates as set out in Annexes 1 and 2 to this Consultation Paper (Annexes III and IV 
to the ITS) and the related instructions in Annex 3 to this Consultation Paper (Annex V to the ITS) 
sufficiently clear? In case of uncertainties with regard to scope of entities subject to the reporting 
obligation or the information that shall be reported, please provide clear references to the applicable 
provision respectively the relevant columns/rows of a given template as well as specific examples 
that highlight the need for further clarifications. 

We have identified the following challenges and concerns regarding these templates: 

• There is no explicit disaggregation for assets and liabilities that will be created under IFRS 16. 
o In absence of such a category, we would for example record right-of-use assets in Property, 

Plant and Equipment, but be unable to disaggregate fixed assets (which can be depreciated 
over as long as 50 years) from right-of-use assets (which could be depreciated over as short a 
period as under 2 years). This would affect templates 1.1, 2, 42 and any other related sub-
templates. 

o There may be mixed accounting policy practices on how to classify lease liabilities (e.g. ‘other 
liability’ or ‘other financial liability’). A separate line would help address this potential 
inconsistency between reporting entities. This would affect templates 1.2, 8 and any other 
related sub-templates. 

 

• Similarly, depreciation of right-of-use assets and interest expense on lease liabilities are also not 
separately disaggregated. 
 

• In absence of specific instructions, we would have to make assumptions on where to record balances 
during 2019 reporting since IFRS 16 is effective from 1 January 2019. 
 

• Templates 16 and 45 also contain lines where entries could be required in respect of IFRS 16, but 
we expect this to be immaterial. 

IFRS 9 – non-performing exposures: 

• Template 18: column 109 and 950 “of which: Instruments with significant increase in credit risk since 

initial recognition but not credit-impaired (Stage 2)” are under non-performing exposures. In 



 

 

7 

accordance with IFRS 9, only Stage 3 exposures are defined as credit-impaired and therefore non-

performing. All Stage 2 exposures will be reported as performing exposures. We propose removing 

Stage 2 category from non-performing exposures.  

Module 2 templates:  

• There are two modules of templates: module 1 for all banks to complete and module 2 to be 
completed by banks with NPL ratio of 5% or above. Banks shall start reporting module 2 templates 
from the next reference date, when they have exceeded the 5% NPL threshold on two consecutive 
reporting reference dates, in line with Article 4 of Implementing Regulation (EU) No 680/2014.  
 

• Module 2 templates are complex, the detailed information included within are not readily available in 
financial reporting systems. Please refer to our answer to question 7. Implementation necessary to 
meet the requirements is costly and is not justified for banks with low levels and effective 
management of NPL for which these reporting requirements may never become applicable. We 
therefore consider the six months implementation period to be not proportionate and suggest 
extending the implementation timeline for module 2 in cases when threshold is exceeded.  

 


