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EBF COMMENTS ON THE DRAFT IMPLEMENTING TECHNICAL STANDARDS

ON DISCLOSURE FOR THE LEVERAGE RATIO (EBA/CP/2013/41)
___________________________________________________________________________

MAIN COMMENTS

1. EBF questions the relevance the detailed disclosures that institutions are expected to provide at moment in time at which the regulatory status of the leverage ratio has not yet been clarified. 

Particularly the qualitative information that institutions are expected to provide in Table “LRQua” would need to be reviewed. 
As an example, the LRQua template is excessive where it requires institutions to make extensive disclosures on the processes used to manage the risk of excessive leverage including information on how maturity mismatches and asset encumbrance are taken into account. It needs to be highlighted in this regard that the Paper entitled “Basel II leverage ratio framework and disclosure requirements” that the BCBS published in January 2014 does not include any requirement to disclose qualitative information.
We fail to understand why the market should be provided with such granular information relating to the management of leverage. Moreover, we do not understand how this measure - which is subject to supervisory review but not accompanied by quantitative requirements for several years to come - can already be assumed to impact on the institutions’ risk management to an extent that internal strategic decisions and processes be directly linked to the leverage ratio. 

Our main concern is that the proposed ITS will require institutions to disclose information which is difficult to link directly to leverage ratio and which, in addition, could be sensitive. 
It would be more appropriate to require institutions to disclose general information about the way in which they manage the leverage ratio (e.g. on the process that they have set up to follow up to the leverage ratio) or related to information already disclosed (e.g. due to a strategic decision taken by one reason or another of such significance that disclosure is made anyway).

2. Article 499, paragraph 1, CRR  requires institutions to calculate and report the leverage ratio during the period between 1 January 2014 and 31 December 2021 by using as the capital measure (a) Tier 1 capital and (b) Tier 1 capital, subject to the derogations laid down in Chapters 1 and 2 of the Title “Transitional Provisions, Reports, Reviews and Amendments”. Article 499, paragraph 2, adds that institutions may choose whether to disclose the information on the leverage ratio based on either just one or both the definitions of the capital measure specified in points (a) and (b) of paragraph 1.
The templates that are being proposed do not, however, allow institutions to disclose a    leverage ratio based on both methods laid down in Article 499, paragraph 1, at the same time, notwithstanding that this should be possible according to Article 499, paragraph 2.  
For example, the instruction to row EU-22 (see page 29) requires institutions to disclose which of the methods in art 499, paragraph 1, that has been chosen when calculating the leverage ratio, thus limiting the institution from disclosing both definitions of the capital measure. 
It must be reminded that institutions need to inform supervisors of their leverage ratio based on both methods within the supervisory reporting framework (see reporting template C 45.00 LRCalc row 180-190).
3. The proposed ITS require institutions to disclose both point-in-time and quarterly average leverage ratios.

We believe that it would be more appropriate requiring a point-in-time figure only until the leverage ratio will have been finalised and will have become a legal requirement in 2018 on the ground that the calculation will be subject to change during the review period.
ANSWERS TO THE QUESTIONS FOR CONSULTATION
Our technical comments can be summarised as follows.

Observations on the “LRSum” Table
· We believe that it may be useful to revise the presentation of the “LRSum” Table with a view to facilitating the reader’s understanding of the reconciliation of the leverage ratio denominator with the financial statements. 

We would like to suggest, more particularly, to reverse the order in which the various rows are presented, i.e. to start with the balance sheet total and to take on board subsequently the off-balance sheet exposures, the securities financing transactions and the on-balance sheet items (excluding derivatives and SFT’s), in that order.
· Table “LRsum” is meant to provide a reconciliation of the leverage denominator with figures reported under the relevant accounting standard. 
The Table appears to assume that the total of the published financial statement assets (row 5 column 10) is always equal to the FINREP balance sheet total (row 5, column 20). It needs to be observed, however, that (domestic) accounting standards may require that bond discounts be qualified as liabilities whereas FINREP requires them to be included as an asset.
· The proposed Template Related Instructions specify concerning Column 10, Rows 1, 2 and 3, that the value that needs to be reported is “the value as published in the accounting scope balance sheet” (see page 21 and 22).

However, the clarification made seems to be valid only concerning assets for derivatives and SFTs (Column 10, Rows 2 and 3).

Observations on the “LRCom” Table

- 
The consultation proposes that Rows 15 to 17 of the “LRCom” Table include the off-balance sheet exposures taking into account various credit conversion factors. The financial statements, however, only include nominal figures in this regard. 

Against this backdrop, we would like to suggest adding an additional column to present the nominal off-balance sheet positions considering that such information may contribute to making the reconciliation easier to understand.

· Rows 15a; EU-15.1a; EU-15.2a require a breakdown by product type (see Page 18).
Are institutions expected to classify the products in accordance with the classification of off-balance sheet items that is provided in Annex I of the CRR? Or are they allowed to make use of their own product descriptions?
· The Template Related Instructions concerning Row 2 (page 24) clarify that regulatory adjustments to Tier 1 capital that "increase the own funds shall be reported as a positive figure. On the contrary, any amount that reduces the total own funds shall be reported as a negative figure". 

The wording "on the contrary" seems redundant and confusing
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